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ABSTRACT 
 
South Africa has a poor savings culture. This means that South Africans do not save 
enough income for a later stage resulting in a relative large number of South African 
consumers living in debt and using more credit than what they have saved. Almost half 
of the South African consumers were in debt during the year 2010 and had a negative 
credit record. Thus consumers in South Africa are not living only in poor conditions but 
are also open to exploitation by the informal economy. Lenders in the informal economy 
are known as ‘loan sharks’ because they charge consumers interest rates of between 40 
and 60 percent.  This is because low income consumers have less access to savings 
products and credit facilities from the formal economy. 
 
These factors are more prevalent among the black consumers, as they use informal 
credit providers. The sources of credit for black consumers in the informal market are 
social networks such as friends and family. Furthermore, black consumers have low 
levels of knowledge regarding issues such as bad debts. Black consumers are also 
more likely to experience financial problems than other racial groups. This means that 
black consumers may need to improve their levels of financial knowledge, financial skills 
and adopt positive financial attitudes to manage their financial problems without 
obtaining more debt. Thus, financial education may be the way of ensuring that black 
consumers improve their financial decision-making ability and their financial behaviour.  
Therefore, the purpose of this study is to investigate the relationships between financial 
literacy, financial inclusion and financial behaviour among the black community in 
Nelson Mandela Bay.  
 
To achieve the purpose of this study, a literature review was conducted on financial 
literacy, financial education, financial inclusion and financial behaviour. This was 
followed by an empirical investigation to establish the relationships between financial 
literacy, financial inclusion and financial behaviour.  In this study, a quantitative research 
approach was adopted as necessitated by the purpose of this study and also to be able 
to collect a vast amount of perceptions from the black community. The sample of this 
study consisted of low to middle income black consumers living in Nelson Mandela Bay. 
The sampling techniques adopted were convenient and snowball sampling. The 
empirical data was collected by means of a close ended questionnaire. A total of 335 
xiv 
questionnaires were found to be suitable for the quantitative statistical analysis and thus 
a response rate of 77.8% was achieved. These questionnaires were captured in 
Microsoft Excel and this spread sheet was uploaded into Statistica (version 10). To 
analyse the empirical data, descriptive statistics was calculated, exploratory factor 
analysis, reliability analysis, multiple regression analysis and other inferential statistics 
were performed.   
 
It was evident from the results of the exploratory factor analysis that items used to 
collect the data on financial knowledge, financial skills, financial attitude, financial 
inclusion and financial behaviour loaded onto financial confidence, financial information 
seeking, financial skills, financial knowledge, low financial access, banking and savings 
behaviour and responsible spending behaviour. This meant that the hypotheses were 
reformulated based on the factor loading and were tested in the multiple regression 
analysis. The study found that there were significant positive relationships between the 
independent variables (financial skills and financial knowledge), intervening variable 
(banking and savings behaviour) and dependent variable (responsible spending 
behaviour). However, a significant negative relationship existed between low financial 
access and banking and savings behaviour.  
 
These findings lead to recommendations that were suggested to financial education 
institutions. It is important for financial education institutions to teach consumers how to 
budget as a skill. Furthermore, they must teach consumers on how to keep records of 
their financial transactions. Financial education institutions must also teach consumers 
about different kinds of financial products. Similarly, financial institutions must inform 
consumers about their financial products. This is also a way of increasing the 
consumers’ level of financial access to financial products and services.   
 
KEY TERMS 
Financial knowledge, financial skills, financial attitudes, financial education, borrowing 
behaviour, savings behaviour and spending behaviour.   
 CHAPTER 1 
INTRODUCTION AND BACKGROUND TO THE STUDY 
  
1.1    INTRODUCTION AND BACKGROUND  
South Africa has a poor savings culture due to its high unemployment rate and a 
large uneducated population (Dempsey 2011:1). This poor savings culture leads to a 
relatively large number of South African consumers living in debt and using more 
credit than what they save (Maisel (n.d.):2). The statistics on debt in South Africa are 
not positive. According to Ndumo (2011:1) almost half of the South African 
consumers were in debt during the year 2010 and had a negative credit record. 
Consequently many South African consumers face difficulties in obtaining home 
loans or more debt (Ndumo 2011:1). FinMark Trust (2011:21) emphasises the poor 
savings culture in South Africa by stating that consumers are financially vulnerable 
because they do not save enough income for a later stage.  According to Van der 
Walt (2012:3) financial vulnerability occurs when consumers experience financial 
insecurity or the inability to cope financially. In addition, South African consumers are 
vulnerable to being offered unsuitable financial products that do not meet their 
financial needs (Gordhan 2012:1). In South Africa the high unemployment rate, high 
uneducated population and the low savings rate translate into financial vulnerability 
(Finmark Trust 2011:21).  
 
All these factors result in South African consumers living in poor conditions.  
According to Mashigo (2006:2) consumers living in poor conditions in South Africa 
represent the largest segment of the population. Mashigo (2006:4) referred to poverty 
as the lack of ability or opportunity to improve ones’ circumstances over a period of 
time. Cohen and Sebstad (2003:3) state that low income communities have access 
to credit in a way that is ‘invisible’ to the formal economy. This suggests that low 
income communities use informal financial systems to borrow funds from family, 
friends and money lenders. The money lenders used by low income communities are 
also known as ‘loan sharks’ as they operate outside the formal economic sector of 
lending and therefore charge interest rates of between 40 and 60 percent (Mashigo 
2006:4). These low income communities thus have less access to savings products 
and credit facilities from the formal economy (Maisel (n.d):12). This may lead to low 
income communities being open to exploitation by lenders that lend 
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them more money than they can afford to borrow (Mashigo 2006:1), causing these 
communities to get into financial difficulties. The low income communities have poor 
credit records because they are not informed from an early age about financial 
products and on how to use debt. Financial education is a way of ensuring that low 
income communities improve their financial decision making ability (Ndumo 2011:1).  
 
Financial education is relevant to any consumers’ ability to make financial decisions 
about income and expenditure. Consumers need financial skills to deal with their life 
cycle needs and unexpected financial emergencies without obtaining more debt 
(Cohen & Sebstad 2003:8; Organisation for Economic, Co-operation & development 
(OECD) 2006:1-2; Yilmaz 2011:1). According to Hung, Parker and Yoong (2009:3), 
financial education is a way of improving consumers’ understanding of financial 
products, services and concepts which enable them to make informed financial 
decisions. This suggests that financial education is important for low income 
communities in making financial decisions. These actions may include careful 
considerations of the costs of financial services providers, avoiding financial scams, 
improving their knowledge and understanding of financial products and services as 
well as long term saving towards their financial goals (Tamaki 2011:2).  Financial 
education can be instrumental in improving the financial decisions of the low income 
communities. This means that financial education may improve consumers’ levels of 
financial literacy to make informed financial decisions (Finmark Trust 2011:21).  
 
According to Kefela (2010:205) consumers with lower levels of financial literacy are 
more likely to experience problems, borrowing high costing bonds and saving less 
towards retirement. According to Remund (2010:277), financial literacy relates to 
consumers’ competency to manage their income. Hung et al. (2009:3) defined 
financial literacy as consumers’ ability to use knowledge and skills to manage income 
effectively so as to improve their financial well-being for the future. Financial literacy 
and financial capability can be used interchangeably as both terms seek to achieve 
the same objectives (Orton 2007:9; International Network on Financial Education 
2011:3).  
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Tustin (2010:1894) states that low levels of financial literacy can result in poor 
financial decisions for consumers. Consumers with high levels of financial literacy are 
knowledgeable and understand financial concepts such as monetary value and 
inflation and are able to manage their cash on a day-to-day basis. Furthermore, 
consumers with high levels of financial literacy are able to choose financial products 
and services that meet their needs and can plan for their financial needs for the 
future (Eighty20 2009:21; Roberts & Struwig 2011:2). Consumers with high levels of 
financial literacy are informed financial decision makers, have an awareness of their 
personal financial issues and choices and have learned to manage their finances 
through spending, budgeting, borrowing and saving their income (Cohen & Sebstad 
2003:2; Tamaki 2011:2). This suggests that low levels of financial literacy influence 
consumers’ financial decisions in a negative manner. 
 
Consumers with lower levels of financial literacy indicate a high level of financial 
exclusion from the formal economy (Tamaki 2011:5).  Consequently most consumers 
in South Africa do not participate in the formal economy by way of purchasing 
financial products and services. Cohen and Nelson (2011:1) states that financial 
inclusion leads to more exposure to financial institutions, sophisticated financial 
products and services and the increased use of financial products and services by 
consumers. Finmark Trust (2011:1) postulates that consumers’ attitudes toward 
financial institutions may be one of the barriers that prevent consumers from being 
financially included in the formal economy. Roberts and Struwig (2011:15) states that 
lack of a formal education may also be a barrier to financial inclusion as consumers 
with no formal education rely on their families and social networks to access credit, 
more than consumers that have a formal education. Additionally, income appears to 
be a barrier to financial inclusion with the levels of financial exclusion being the 
highest among consumers with no income, irregular income and those with low 
income (FinMark Trust 2012b:65).  Therefore, financial inclusion may be the lowest 
among the low income communities. However, when low income communities (e.g. 
black consumers) become aware of financial products (such as Mzansi account), 
usage of such a product tends to increase (FinMark Trust 2009c:3).  
 
Stokes (2012:1) contends that most consumers are aware of the importance of 
saving but are unwilling to delay their short term consumption of purchasing new 
 4 
clothes, new vehicles or paying for expensive products. FinMark Trust (2007:3) 
explains that payment methods used by white consumers to purchase groceries are 
cash, debit and credit cards while black, coloured and Asian/Indian consumers use 
mainly cash. Furthermore, black consumers prefer using lay-byes when purchasing 
clothing whilst white consumers use delayed payment methods and credit facilities as 
well as store accounts to purchase clothing. The reason for this is that white 
consumers are the most banked consumers and have more access to banking and 
credit facilities than any other racial group in South Africa (FinMark Trust 2007:3). 
FinMark Trust (2009c:1) indicates that the use of bank products is the highest among 
white consumers (91%) and the lowest among coloured and black consumers (61% 
and 57% respectively).  
 
The introduction and background to the study above highlighted the financial 
vulnerability of low income communities. It points out that consumers can improve 
their levels of financial literacy by receiving financial education which would improve 
the levels of financial literacy, financial inclusion and positive financial behaviour of 
low income communities. It is, therefore, essential to consider the need for financial 
education among the black community in Nelson Mandela Bay (NMB).  
  
1.2    LITERATURE REVIEW 
Following the introduction and background to the study, it is important to perform a 
preliminary literature review of the concepts of financial education, financial literacy, 
financial inclusion and financial behaviour. Furthermore, it is necessary to highlight 
the importance of financial education for consumers and the benefits of high levels of 
financial literacy, namely, high levels of financial inclusion and positive financial 
behaviour.    
 
Figure 1.1 illustrates the relationship between financial education, financial literacy 
and the possible outcomes. 
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FIGURE 1.1: OUTCOMES OF FINANCIAL LITERACY  
 
 
  
 
                                   
Source: Hassan, Hendrie, Hobden and Musa (2008:4) 
 
Figure 1.1 illustrates that financial education is a way of improving the levels of 
financial literacy of consumers.  The benefits of high levels of financial literacy are 
high levels of financial inclusion which imply that consumers will have more access to 
financial products and services in the formal economy. Consequently, consumers will 
be more exposed to financial products and services and therefore would probably 
change their financial behaviour.  
 
1.2.1 THE IMPORTANCE OF FINANCIAL EDUCATION  
As stated previously, financial education refers to the process by which consumers 
improve their understanding of financial concepts, products and services that would 
enable them to participate in the formal economy. Financial education teaches 
consumers about finances and concepts such as spending, budgeting, saving and 
borrowing (MicroFinance Opportunities 2005:1; Orton 2007:5). 
 
There are many benefits arising from financial education. It may assist consumers to 
ensure that they save sufficient income and even for retirement.  It may also assist 
consumers to handle the increasingly sophisticated formal economy because it 
increases consumers’ awareness of issues such as a balanced budget, saving for 
their children’s education and ensuring sufficient income at retirement. (Cohen & 
Sebstad 2003:8-9; OECD 2006:2-3). It is a way of enabling low income consumers to 
manage their income more effectively and therefore be able to meet their day-to-day 
needs as well as to cope with their unexpected expenses.  
 
Financial education is important for improving consumers’ levels of financial literacy 
for them to plan their finances and realise their financial goals (MicroFinance 
Opportunity 2005:1; Orton 2007:5). Financial education should explain basic financial 
Outcomes 
Financial inclusion 
Financial behaviour  
 
Output  
Financial literacy   
 
Inputs  
Financial education 
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concepts to consumers like the use of cash, inflation, interest rates, credit and 
savings products. In addition, it should teach consumers financial concepts such as 
budgeting, debt management and savings. (Hassan et al. 2008:6). It should ensure 
that consumers are knowledgeable about the purpose of budgeting, understanding 
debt agreements (terms and conditions), elements of a saving plan, as well as being 
able to choose among different financial institutions and financial products or 
services (MicroFinance Opportunities 2005:6-7). 
 
Financial education can be provided to consumers through multiple channels,  
namely,  training courses, workshops, printed materials, multi-media including radio 
and television programmes, internet and road shows (MicroFinance Opportunity 
2005:16; Riyada Consulting and Training 2011:54; Messy & Monticone 2012:20). 
Financial education may be provided by education institutions, such as schools, 
universities, places of employment as well as community based organisations (Kim & 
Garman 2003:10; Mundy & Musoke 2011:54).  Financial education is a way of 
improving the levels of financial literacy.  
 
1.2.2 THE IMPORTANCE OF FINANCIAL LITERACY  
Financial literacy refers to consumers’ financial knowledge, skills and attitudes 
(KSA’s) that enables individuals to manage their cash effectively. The components of 
financial literacy comprise of financial knowledge, skills and attitude. It is about 
empowering consumers with sufficient KSA’s of financial concepts and to evaluate 
financial products while participating in the financial market (Kefela 2010:205). 
Consumers with high levels of financial literacy are knowledgeable and understand 
financial concepts. Furthermore, these consumers have the necessary skills to 
manage their day-to-day expenses and are able to choose financial products from 
different financial institutions. These consumers are also able to plan their income for 
the future. (Kempson 2009:4-6; Eighty20 2009:21; Roberts & Struwig 2011:2; Mundy 
& Moseka 2011:48).  
 
According to Financial Services Authority (FSA) (2005) financial knowledge and skills 
are not adequate; consumers must also be prepared to apply their knowledge and 
financial skills in the financial market. This means that financial attitudes are 
important in shaping positive financial behaviour. Atkinson and Messy (2012:33) 
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states that if consumers have a negative attitude towards their income, they are less 
likely to change their financial behaviour (Potgieter 2013:15). Cohen, McGuiness, 
Sebstad & Stack (2006:10) states that financial attitudes should support or reinforce 
consumers’ financial behaviour.  
 
Consumers with lower levels of financial literacy are exposed to many challenges 
which include the development of new technologies in the financial market that may 
change the way financial products or services are delivered to consumers. These 
changes may result in consumers saving in financial products that do not meet their 
needs. (Orton 2007:5).  
 
Figure 1.2 illustrates the areas of competency for consumers to achieve high levels 
of financial literacy.   
 
FIGURE 1.2:  COMPONENTS OF FINANCIAL LITERACY  
 
Source: Kempson (2009:4-6); Eighty20 (2009:21); Roberts and Struwig (2011:2); 
Mundy and Moseka (2011:48) 
 
Figure 1.2 illustrates that financial literacy refers to consumers’ KSA’s. Consumers 
must be knowledgeable about financial concepts and products or services. This 
financial knowledge should be translated into financial skills which include 
determining financial goals, financial control, choosing financial products or services 
and developing a financial plan. Furthermore, consumers must be confident and 
Financial literacy 
Financial knowledge Financial skills Financial attitude 
 8 
have a positive financial attitude regarding their financial skills. Improved levels of 
financial literacy might lead to improved levels of financial inclusion for consumers.  
 
1.2.3 FINANCIAL INCLUSION  
According to Joshi (2011:2), financial inclusion refers to the process of ensuring that 
vulnerable consumers such as low income groups have access to appropriate 
financial products and services, as well as to consumers who have access to 
financial products or services in a formal manner (FinMark Trust 2012b:5). Financial 
inclusion is based on the premise that consumers have access to financial products, 
are able to afford and use such products. Financial inclusion also refers to whether 
consumers have access to financial products or services that meet their needs 
(Coovadia 2012:3; The World Bank 2012:17). Cohen and Nelson (2011:3) states that 
financial inclusion occurs when consumers with high levels of financial literacy have 
the opportunity to apply their financial knowledge and skills to obtaining suitable 
financial products or services in order to meet their needs. 
 
In South Africa, the number of young adults that were considered financially excluded 
increased during 2011 (Lazenby 2011:1). In the year 2011, 73% of adults were 
financially included, which means that they had access to financial products and 
services from the formal or informal economy. The barriers to financial inclusion in 
South Africa are consumers’ perceptions about high banking fees and low levels of 
financial knowledge in respect of banking products or services. (Lazenby 2011:1). 
The assumption is made that higher levels of financial literacy and financial inclusion 
may change consumers’ financial behaviour.  
 
1.2.4 FINANCIAL BEHAVIOUR  
The aim of providing financial education to consumers is to increase the levels of 
financial literacy, so that consumers change their financial behaviours. The indicators 
of positive financial behaviours include increased budgeting, increased savings, 
proper debt management and less overspending on products and services 
(MicroFinance Opportunities 2005:13-14). Consumers with high levels of financial 
literacy are usually more savings orientated, borrow less and are less likely to 
overspend income than consumers with low levels of financial literacy (Mandell & 
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Klein 2009:19). For the purpose of this study, financial behaviour comprises 
consumers’ savings, borrowing and spending behaviour. 
 
Regarding borrowing behaviour, Swart (2012:62) states that the more consumers 
increase debt, the less they are able to save in the future because part of their 
income is committed to paying debt. Taking debt refers to consumers’ borrowing 
behaviours, pointing to consumers’ actions of borrowing cash with the aim of 
repaying it at a later stage. The type of debt used by consumers may range from 
formal to informal financial sources (Strebkov 2005:22). According to Johar and 
Rammohan (2011:112) consumers are more comfortable with borrowing from 
families and friends than from financial institutions. Therefore, consumers have 
access to debt in numerous ways and this has led to problems such as high levels of 
debt (Maisel (n.d.):2) and resulted in consumers overspending on their budgets for 
the month. FinMark (2012b:40) states that consumers’ current borrowing behaviour 
suggests that consumers are struggling with financial problems or are overspending 
available income. In South Africa, consumers usually borrow cash to purchase 
essential products such as food and electricity. This applies mostly to low income 
consumers (LSM group 1- 5) who borrow cash to purchase food (FinMark 2012b:40). 
 
In terms of savings behaviour, there is a growing need for consumers to save their 
income for the future. According to James (2012:33) saving is important to ensure 
that consumers can be financially independent during retirement. Consumers save 
their income to build wealth for expenses during old age when their income is likely to 
decrease as well as for financial emergencies such as being retrenched from their 
jobs, medical expenses and accidental damage to their properties. They also save to 
improve their lifestyle by ensuring that they have adequate income as a deposit for a 
vehicle, loan repayments and to provide education for their children. Consumers also 
save their income to ensure that they are not financially dependent on the income 
derived from the government through the social grants system (Nene 2009:3; Lewis 
& Messy 2012:12). FinMark Trust (2012b:36) points out that saving behaviour is 
linked to consumers’ income levels. Thus consumers with low income levels, do not 
save, save at home or use informal financial products to save (FinMark 2012a:36). 
Struwig, Roberts and Gordon (2013:31) concur that low income consumers use 
informal financial products such as stokvels to save their income. In South Africa, 
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male consumers tend to use formal financial products to save such as savings and 
bank accounts. Furthermore, consumers between the ages of 16 to 29 are more 
likely to save in an informal manner such as at home or in their wallets as compared 
to consumers between the ages of 30 to 40 (Struwig et al. 2013:31).  
 
Spending behaviour also forms part of consumers’ financial behaviour. Hearth, Kurtz 
and Boone (2006:75) state that consumers should consider their spending habits 
when developing their monthly budgets. According to Grubman, Bollerud and Holland 
(2011), consumers’ overspending is one of the major financial problems facing 
consumers. The problems include addictive spending, poor budgeting and incurring 
too much debt. Hearth et al. (2006:74) argues that consumers overspend usually 
because they do not keep track of their expenses; they have access to credit cards 
and/or do not have any financial goals. In a study by Hira and Mugenda (2000:88) 
female consumers tend to overspend their budgeted income more than male 
consumers because female consumers tend to spend their income by purchasing 
products they do not need and making unplanned purchases (Hira & Mugenda 
2000:88). Jayathirtha and Fox (1996:104) postulate that consumers tend to 
overspend their income when they are expecting more income and have access to 
more cash by way of credit cards.  Hearth et al. (2006:74) suggest that consumers 
may overspend on their budget because of peer pressure. In South Africa males and 
female consumers have similar attitudes toward spending while older and younger 
consumers differ in their spending patterns. Older consumers in South Africa are 
more mature and responsible when they spend their cash while younger consumers 
have a more ‘care free’ attitude toward spending their cash.  Furthermore, white and 
Indian consumers in South Africa are more conservative in their spending 
approaches compared to coloured and black consumers (Struwig et al.  2013:37).  
 
As previously discussed, the low savings rate, high use of debt and overspending 
suggest that the financial behaviour of consumers needs to change. Therefore, it is 
important to consider whether consumers with high levels of financial literacy and 
ready access to financial products or services (financially included) are inherently 
motivated to have positive financial behaviour.    
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1.3     PROBLEM STATEMENT  
Following the introduction, background and the brief literature review, it is possible to 
present the problem statement of the study. According to the findings of Roberts and 
Struwig (2011: vi-ix),  South Africa is faced with low levels of financial literacy as 
consumers do not understand financial concepts (32%) and consumers are living 
beyond their financial means (49%). Consumers do not shop around for financial 
products such as, stokvels (26%), bank accounts (21%), credit cards (19%) and 
funeral insurance (18%) and consumers (25%) do not make proper financial 
provision for their future needs. This suggests that South African consumers may be 
financially vulnerable in future. To emphasise, low income communities do not have 
access to financial institutions and therefore do not have the opportunity to save their 
income (Mashigo 2006:6). FinMark Trust (2012b:12) says that 88% of black 
consumers have never been banked and therefore they hold the largest opportunity 
for being banked in the future.  Furthermore, South Africans have a poor savings 
culture as 66% of adult consumers were not saving their money in 2011 (FinMark 
Trust 2011). In a study conducted by FinMark Trust (2009b), black consumers scored 
the lowest in terms of awareness and understanding of financial concepts. According 
to Roberts, Struwig, Gordon, Viljoen and Wentzel (2012:113) black consumers have 
the lowest financial knowledge levels compared to coloured consumers, Indian and 
white consumers. Furthermore, consumers likely to be involved in daily income 
management were white consumers (81%), Indian consumers (77%), coloured 
consumers (67%) and the least were black consumers (61%) (Roberts et al.  
2012:14). These figures shows that there is a need to investigate the relationships 
between financial literacy, financial inclusion and financial behaviour. This will be 
done to provide recommendations on financial education that can improve the levels 
of financial literacy, financial inclusion and improve the financial behaviour of the 
black community.  
    
1.4  RESEARCH QUESTIONS AND RESEARCH OBJECTIVES      
The main objective of this study was to investigate the relationships between 
financial literacy, financial inclusion and financial behaviour among the black 
community in NMB. This will be done to provide recommendations on financial 
education in order to the improve levels of financial literacy, financial inclusion and to 
change the financial behaviour of the black community.   
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1.4.1 RESEARCH QUESTIONS 
Given the problem statement and the purpose of the study, the main research 
question is: 
 What are the relationships between financial literacy, financial inclusion and 
financial behaviour? 
 
The study’s sub-questions are: 
 What is the level of financial literacy among the black community in NMB? 
 What knowledge level does the black community have on financial concepts and 
products?  
 Does the black community possess the necessary financial skills?   
 What attitudes does the black community have towards the financial market?  
 Does the black community have access to financial products or services? 
 What is the black community’s saving, borrowing and spending behaviour? 
 
1.4.2 PRIMARY RESEARCH OBJECTIVE 
As explained in the purpose of the study, the main objective is to investigate the 
relationships between financial literacy, financial inclusion and financial behaviour 
among the black community in N MB, and to provide recommendations of financial 
education institutions to  improve the levels of financial literacy, financial inclusion 
and to change the financial behaviour among the black community.  
 
1.4.3 SECONDARY RESEARCH OBJECTIVES  
To achieve the primary objective of the study, the following secondary objectives 
were identified: 
 
 To conduct an in-depth secondary study relating to financial literacy and financial 
education.  
 To conduct an in-depth secondary study relating to financial inclusion and 
financial behaviour.  
 To conduct an empirical investigation of the financial literacy of the black 
community in NMB. 
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 To provide recommendations on financial education in order to improve the levels 
of financial literacy, financial inclusion and financial behaviour of the black 
community.   
 
1.5  RESEARCH FRAMEWORK 
The purpose of this study is to investigate the level of financial literacy, financial 
inclusion and financial behaviour among the black community in NMB. The variables 
identified from the literature review can be divided into three groups which are 
independent variables, intervening variables and dependent variables. According to 
Zikmund, Babin, Carr and Griffin (2010:120) a dependent variable refers to a variable 
that is predicted or explained by another variable and an independent variable refers 
to a variable that is expected to influence the dependent variable. According to Gray 
(2009:139) independent variables refers to the causes of certain conditions while the 
dependent variables are the results of the causes. An independent variable may 
influence the dependent variable indirectly through an intervening variable (Cohen, 
Manion & Morrison 2007:504; Gray 2009:139).  The independent variables for this 
study are financial knowledge, financial skills and financial attitudes. The intervening 
variable is financial inclusion and the dependent variable is financial behaviour.  This 
study will investigate the relationships amongst the independent variables (financial 
knowledge, financial skills and financial attitudes) and the intervening (financial 
inclusion) and dependent (financial behaviour) variables. Figure 1.3 illustrates the 
relationships to be tested between the independent, intervening and the dependent 
variables for the study. 
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FIGURE 1.3: THEORETICAL FRAMEWORK  
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Figure 1.3 illustrates the independent variables (KSA’s), intervening variable 
(financial inclusion) and dependent variables (financial behaviour) that were identified 
from the literature review. 
 
According to Collis and Hussey (2009:63) the aim of conducting a literature review is 
to identify variables that can be tested in hypotheses.  A hypothesis is an idea that 
can be developed from the literature review and be tested, using statistics. According 
to Cohen et al. (2007:519) the process of testing a hypothesis is to identify research 
hypotheses and subsequently to determine the level of significance and to 
statistically test the data to support or not to support the hypotheses (Collis & Hussey 
2009:119; Springer 2010:300). The predetermined level of accepting the hypothesis 
is the significant level which  is usually set at 0.05, meaning that a probability of 5% 
error is accepted when testing the hypotheses (Cohen et al. 2007:519; Springer 
2010:300).  
 
From Figure 1.3 the following hypotheses can be set out: 
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       H3    
    
     
Financial 
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H1: There is a significant relationship between financial knowledge and  financial 
inclusion.   
H2: There is a significant relationship between financial skills and financial inclusion. 
H3: There is a significant relationship between financial attitudes and financial 
inclusion.   
H4: There is a significant relationship between financial inclusion and financial 
behaviour.    
 
1.6     RESEARCH DESIGN AND METHODOLOGY  
To achieve the primary and secondary objectives of the study, it is necessary to 
conduct secondary and primary research. A complete chapter (Chapter 4) will 
motivate the choice of research design and methodology adopted for this study. The 
following section provides a summary of the proposed research methodology for this 
study. 
 
1.6.1 SECONDARY RESEARCH  
Secondary data refers to information that has been collected prior to the present 
study (Collis & Hussey 2009:23; Zikmund et al. 2010:161). This secondary data will 
for this study be collected at the Nelson Mandela Metropolitan University library. In 
order to collect the necessary information for this study a variety of databases will be 
utilised such as the Sabinet database; SAe Publications, EBSCO, MasterFile 
premier, Business Source premier, Academic Source priemier, SA Cat, 
ScienceDirect, Google scholar search. Additional secondary data will be consulted 
from financial magazines and newspapers. Secondary data will ensure that a proper 
literature review on financial education, financial literacy, financial inclusion and 
financial behaviour is conducted. The primary data that will be collected includes 
perceptions on KSA’s, financial inclusion and financial behaviour. 
                                                                                                                                                             
1.6.2 PRIMARY RESEARCH  
Primary research involves collecting data from respondents of the present study 
(Collis & Hussey 2009:23; Zikmund et al. 2010:186). Primary data refers to original 
data or data collected by the researcher for the first time (Wiid & Diggines 2013:34). 
For the purpose of this study primary data will be collected from the black community 
in NMB.   
 16 
In order to conduct primary research, it is necessary to distinguish between 
positivistic and phenomenological research paradigms.  
 
1.6.3 RESEARCH PARADIGM 
The two main research paradigms are positivistic and phenomenological paradigms 
(Collis & Hussey 2009:56). Researchers usually distinguish between the positivistic 
and phenomenological paradigms (Gray 2009:23). Springer (2010:19) suggests that 
positivistic paradigm assumes that reality consists of facts and causal relationships 
that are separated from the observer and thus can be revealed from adopting 
scientific approaches. Collis and Hussey (2009:56) states that the positivistic 
paradigm is based on the assumptions that theory can explain phenomena and 
logical reasoning can be applied to ensure precision and objectivity in the study. In 
contrast, the phenomenological paradigm is based on the assumption that reality is 
not separate from the observer but shaped by the observer’s perceptions. Similarly, 
Gray (2009:23) explains that any investigation of phenomena must be grounded in 
the respondents’ experiences of the reality. According to Cohen et al. (2007:21), the 
phenomenological paradigm focuses on understanding respondents’ interpretations 
of the world around them and therefore the data collected should provide meaning 
and purpose of the people who are the sources of the data.  This means that the 
phenomenological paradigm aims to provide a description of respondents’ 
experiences and the meaning they derive from interacting with the phenomenon 
(Springer 2010:20). 
 
This study will adopt a positivistic paradigm that seeks to understand reality as it is 
and therefore adopt scientific methods to explain the observed reality. The study 
revolves around testing relationships between variables using statistical methods.  
 
1.6.4 SAMPLING  
The following section will provide more information about the population, sample 
frame and sample for the study. 
A population is any total group of people, businesses, universities, shops and 
hospitals that share a similar set of characteristics that the research is interested in 
investigating (Zikmund 2003:369;  Dahlberg & McCaig 2010:173). The target 
population for this study will be the black community in NMB. Once the population is 
 17 
established, it is then necessary to decide on the sample frame and sample. 
According to Zikmund (2003:373) a sample frame is a list of items from which a 
sample can be drawn. For the purpose of this study it would be time consuming and 
probably impossible to develop a database with names of all possible respondents 
from the black community in NMB. This study thus has no sample frame as a sample 
frame for the black community does not exist.  
   
A sample is a small representative group of the identified population (Hair, Babin, 
Money & Samouel 2003:208). A sample can be selected using either non-probability 
or probability sampling methods. Non-probability sampling refers to methods that rely 
on the researcher’s personal experience, convenience, judgement and other 
elements to select respondents from a sample frame.  The possibility of respondents 
chosen from the population is usually unknown (Hair et al. 2003:217). This study will 
use non-probability sampling because a sample frame does not exist and 
respondents will be selected on a convenience basis. This study will adopt the 
convenient and snowball sampling techniques to select a sample. Convenient 
sampling refers to selecting a sample which is based on availability and convenience 
(Gray 2009:153; Zikmund et al.  2010:396). Snowball sampling refers to selecting a 
number of sample respondents from the population that in turn identifies other 
sample respondents from the population. (Gray 2009:153; Zikmund et al. 2010:398). 
The identification of respondents for the sample will be based on the availability of 
and the convenience to the researcher in terms of time and costs. For the purpose of 
this study, the sample consist of low to medium income earning black consumers 
who will be grouped according to the living standard measure, LSM group 1 (= 
R1493 monthly income) to LSM group 8 (= R 14470 monthly income). Furthermore, 
snowball sampling will be used to extend the sample size to other respondents in the 
black community in NMB.   
  
1.6.5 DATA COLLECTION AND THE MEASURING INSTRUMENT  
Primary data can be collected using a qualitative or quantitative research approach.  
 
Lancaster (2005:66) states that the quantitative research approach refers to an 
approach that can describe or classify data in numeric values.  The quantitative 
research approach is often considered more objective and scientific as it uses 
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numerical values; that need statistical analysis (Hair et al.  2003:74; Lancaster 
2005:66). A study adopting a quantitative data approach will consist of close-ended 
questions which allow respondents to choose answers from a set number of options 
(Hair et al. 2003:190; Gray 2009:348). In contrast, the qualitative research approach 
provides descriptive data (Hair et al. 2003:74; Lancaster 2005:66-67). Collis and 
Hussey (2009:63) explain that a study using a qualitative research approach has no 
intention of analysing the data statistically and thus there is no desire to quantify the 
data collected.   
 
This study will adopt a quantitative research approach as it will target a large sample 
of respondents. The problem statement and objectives necessitate that the number 
of people in NMB that have high/low levels of financial literacy are quantified. In 
addition, the influence of the independent variables on the intervening variable and 
the dependent variable will be statistically measured.  This suggests that the 
measuring instrument will consist of close-ended questions to collect information.  
According to Cohen et al. (2007:320), a study that investigates a large sample should 
adopt a structured measuring instrument with close-ended questions.   
 
It follows then that the measuring instrument of this study will mainly consist of close-
ended questions which will be used collect to the primary data from the respondents. 
The measuring instrument will be divided into two sections.   Section A, will collect 
the demographical data of the respondents including their age, gender, education 
level and sources of financial advice. Section A will consist of nominal level questions 
that allow respondents to choose one or more responses from fixed options provided 
(Cohen et al. 2007:322; Dahlberg & McCaig 2010:195). Section B will collect data 
about the respondents’ perceptions of KSA’s, financial inclusion and financial 
behaviour. Section B will consist of ordinal level questions (Likert-type scale) which 
refer to questions using numbers for ranking or to identify order (Dahlberg & McCaig 
2010:196).  According to Springer (2010:138) a Likert-type scale comprises ranking 
questions and attitudinal questions which measure respondents’ beliefs, attitude or 
feelings about a specific phenomenon. Springer (2010:138) states that usually 5 or 7 
point Likert-type scales are used in research. Section B will use a 5-point Likert-type 
scale ranging from strongly disagree (1) to strongly agree (5).  
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1.6.6 DATA ANALYSIS   
The primary data collected from the respondents will be processed by means of 
statistical analysis procedures which include descriptive and inferential statistics. The 
measuring instrument used and the primary data gathered will be subjected to 
statistical analysis in order to determine the validity and reliability of the measuring 
instrument and the primary data. In addition, advanced statistical procedures will be 
used to evaluate the previously mentioned hypotheses.      
 
The data analysis process will consist of six steps, namely, determining the validity 
and reliability of the measuring instrument, descriptive statistics, multiple regression 
analysis and analysing the effect of the respondents’ demographics on the identified 
variables.  
 
Validity refers to the degree to which the findings reflect the phenomena under 
investigation (Zikmund 2003:302; Gray 2009:155). Validity focuses on whether the 
study is investigating what it claims to be investigating. There are a number of 
different ways to assess validity and these include content and construct validity. 
According to Gray (2009:157) content validity tests whether the items on the 
measuring instruments are all measuring the phenomena that it is supposed to be 
measuring. For the purpose of this study personal financial management experts will 
be approached to scrutinise the measuring instrument to ensure that all the items 
reflect the phenomena being investigated. According Springer (2010:154) subject 
experts may use a rating scale to indicate to what extent they agree with the content 
provided. To further ensure content validity the measuring instrument will be pre-
tested in a pilot study. According to Zikmund et al. (2010:65) a pilot study is a small 
study that collects data from respondents that will be used to assist with the design of 
the main study. This will ensure that the respondents are interpreting the items as 
intended by the researcher. Furthermore, ethical clearance for the study will be 
obtained by completing a pro-forma form E ethics form and submitting it to the 
Nelson Mandela Metropolitan University (NMMU) Business and Economic Sciences, 
FRTI Committee.  
 
Construct validity refers to the extent to which the measuring instrument measures 
an abstract concept derived from the literature review (Hair et al. 2003:174; Gray 
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2009:157).  Factor analysis is a way of ensuring that construct validity is achieved. 
According to Springer (2010:157) a factor analysis identifies the items that are 
correlated and tend to signify an underlying construct. Factor analysis is a method of 
summarising large numbers of measured variables into a reduced number of items. 
Factor analysis can be divided into two types, namely, confirmatory factor analysis 
and exploratory factor analysis. Confirmatory factor analysis (CFA) refers to tools that 
ensure construct validity because they assess how well the factors identified from the 
literature review relate to the construct being investigated (Cohen et al. 2007:561; 
Zikmund et al. 2010:593). Exploratory factor analysis (EFA) is used when 
researchers are not certain about the number of items that may load onto a variable 
(Zikmund et al. 2010:593).  This study will use EFA to determine construct validity of 
KSA’s, financial inclusion and financial behaviour.  
 
Reliability refers to the importance of ensuring that the measuring instrument is free 
from error and produces consistent results or research findings (Zikmund 2003:300; 
Hair et al. 2003:170). Reliability is concerned with the credibility of the research 
findings; whether other researchers can produce the same data as the current study. 
To ensure reliability the internal consistency of items can be measured by using the 
split-half method and Cronbach’s alpha. The split-half method is a way of ensuring 
reliability of the items by taking half of the items from the measuring instrument and 
correlating them with the other half of the items. According to Springer (2010:162) 
this can be done by taking the odd numbered items and correlating them with the 
even numbered items. Alpha coefficient is used as a measure for split half correlation 
and calculates the averages of all possible split half reliability (Zikmund 2003:302; 
Springer 2010:162). Alpha coefficient is referred to as Cronbach’s alpha and 
measures the internal consistency of the items by demonstrating how they are 
correlated (Hair et al. 2003:172; Zikmund et al. 2010:307; Springer 2010:162).  A 
Cronbach’s alpha of between 0.7 and 0.8 indicates a level of sufficient reliability (Wiid 
& Diggines 2013:238).  
 
Descriptive statistics is used to describe and summarise the information about the 
sample and is usually presented in tables, charts and graphical form (Gray 2009:458; 
Springer 2010:265). Descriptive statistics can be measured using the following: 
median and mode (measures central tendency), range, inter-quartile, variance and 
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standard deviation (measuring dispersion) and normal distribution (Zikmund 
2003:475; Gray 2009:462-465). For the purpose of this study, descriptive statistics 
will be used to summarise the demographical data of the respondents and to 
measure the average responses of the respondents regarding KSA’s, financial 
inclusion and financial behaviour.  
 
Multiple regression analysis measures whether relationships exist between variables, 
that is, it measures the influence of two or more independent variables on one 
dependent variable. The coefficient (R2) of multiple regression analysis indicates the 
percentage of variation in the dependent variable caused by the independent 
variables. For example if R2 = 0.80 then 80% of the variance in the dependent 
variable is caused by the independent variables. Multiple regression analysis will be 
performed to determine whether relationships between the independent variables 
(KSA’s), intervening variable (financial inclusion) and the dependent variable 
(financial behaviour) exist (Cohen et al. 2007:539; Zikmund et al. 2010:593; Springer 
2010:328).   
 
To determine the relationships between the demographical data and the independent 
variable (financial literacy), an independent T-test and analysis of variance (ANOVA) 
will be used.  Collis and Hussey (2009:262) postulated that an independent T-test is 
used to establish whether there is a difference or not between two groups. Tredoux 
and Durrheim (2002:148) confirmed that an independent T-test is used to examine 
differences of the mean value of two groups with only one independent variable. 
Therefore an independent T-test will be used in this study to examine the difference 
between the mean values of two groups’, namely, male and female respondents 
concerning levels of financial literacy. ANOVA will be used to determine the 
differences of the mean values of two or more groups. Gravetter and Wallnau 
(2011:367) suggest that ANOVA can be used to compare two or more groups 
(Zikmund et al. 2010:541; Gravetter & Wallnau 2011:367). ANOVA will be used to 
determine the differences in the respondents’ perceptions regarding the independent 
(KSA’s) variables, based on the sources of financial advice. 
 
Furthermore, in this study the effect size will be determined by making use of 
Cohen’s d and the Post-hoc test.  Gravetter and Wallnaue (2011:231) state that a 
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measure of the effect size is intended to provide the magnitude of the difference. 
Tredoux and Durrheim (2002:236) concur that the measure of distances between 
mean values is called the effect size. Hair, Black, Babin and Anderson (2010:9) 
highlight that effect size assists researchers to determine whether the differences 
observed are meaningful or not. One technique that may be used to assess the effect 
of the size is Cohen’s d which measures the distances between the two mean 
values. (Gravetter & Wallnau 2011:231). Tredoux and Durrheim (2002:275) indicate 
that the Post-hoc test determines where the differences between the mean values 
are. Therefore, Cohen’s d will be used to determine the magnitude of the mean value 
differences indicated by an independent T-test. The Post-hoc test will be used to 
indicate where the mean value differences are that are determined by an ANOVA.  
 
1.7   PREVIOUS RESEARCH AND CONTRIBUTION OF THE STUDY 
Previous research in South Africa illustrates that the consumers are more in debt 
than what they save (Maisel (n.d):2; Stokes 2008:1; SAinfo Reporter 2011:1). South 
African consumers are less aware of the financial concepts and products they need 
to make effective financial decisions (FinMark Trust 2009b; Govender 2012). Mishi, 
Vacu and Chipote ((n.d.):21) concludes that a positive relationship between literacy 
(the ability to read) and financial inclusion (access to banking services) exists. Other 
studies have indicated positive relationships between demographical data and 
financial literacy levels of consumers. However, an unclear relationship has been 
identified between financial literacy and borrowing, saving and spending of 
consumers (Symanowitz 2006:76).  Furthermore, studies illustrate that there is a 
need for financial education in South Africa. (FinMark Trust 2009b; Tustin 2010:1896; 
Tamaki 2011:2; Lazenby 2011:1). The importance of financial literacy for consumers 
in South Africa is evident.  (Maisel (n.d):2; Mashigo 2006:8; Stokes 2008:1; Gordhan 
2012:1).   
 
This study will contribute to the body of knowledge by investigating the relationships 
between financial literacy, financial inclusion and financial behaviour in the black 
community in NMB. The results offer critical information about the black community 
which is often excluded from the formal economy.  The study will provide 
recommendations on financial education that will be tailored toward the financial 
needs of the black community in NMB. The recommendations on financial education 
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will seek to improve the levels of financial literacy, financial inclusion and positively 
impact the financial behaviour of the black community.   
 
1.8  SCOPE OF THE STUDY AND PROPOSED CHAPTERS  
The following sections described the scope of the study and the chapters that are 
proposed for the study which will only concentrate on the low to medium income black 
community in NMB.   
 
TABLE 1.1: CHAPTERS OF THIS STUDY 
 
 
 
 
CHAPTERS 
 
DESCRIPTION OF CHAPTER(S) 
CHAPTER 1 : INTRODUCTION  
AND  BACKGROUND TO THE 
STUDY 
Chapter 1 will provide the background of the study and a 
brief literature review. It will provide the problem statement 
and the methodology to be adopted for the study.   
CHAPTER 2 : FINANCIAL 
LITERACY AND FINANCIAL 
EDUCATION  
Chapter 2 will provide an in-depth literature review of 
financial literacy and financial education. This chapter will 
highlight the components of financial literacy (financial 
knowledge, skills and attitudes) and the types of financial 
education that may be received by consumers.  
CHAPTER 3: FINANCIAL 
INCLUSION AND FINANCIAL 
BEHAVIOUR  
Chapter 3 will provide an in-depth literature review on 
financial inclusion and financial behaviour.   This chapter 
will provide definitions of financial inclusion and describe 
the components of financial inclusion. The final section of 
the chapter will provide a literature review on financial 
behaviour namely, savings behaviour, borrowing 
behaviour and spending behaviour.  
CHAPTER 4: RESEARCH 
DESIGN & METHODOLOGY  
Chapter 4 will discuss the research methodology to be 
adopted for this study. This will include the research 
paradigm adopted, data collection (secondary and 
primary), sampling techniques used and data analysis 
methods (descriptive and inferential statistics).  
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TABLE 1.1: CHAPTERS OF THIS STUDY (Cont.) 
 
Chapter 2 will provide an in-depth literature review on financial literacy, namely 
KSA’s, and financial education. 
 
 
 
 
 
 
 
 
 
 
 
CHAPTERS 
 
DESCRIPTION OF CHAPTER(S) 
 
CHAPTER 5: EMPIRICAL  
FINDINGS  
Chapter 5 will provide the empirical results of the study. 
This will include determining validity and reliability of the 
questionnaire. Furthermore, this chapter will provide 
demographical data of the respondents and their average 
responses to the independent variable. Lastly, this chapter 
will provide empirical results from the testing of the 
hypotheses proposed for this study.  
CHAPTER 6: SUMMARY, 
CONCLUSIONS AND 
RECOMMENDATIONS  
Chapter 6 will provide a summary of the literature chapters 
(Chapter 2 and 3), research methodology chapter and the 
main findings from the results chapter (Chapter 5). On the 
basis of the findings, certain conclusions will be drawn 
about financial literacy, financial inclusion and financial 
behaviour in NMB. Furthermore, recommendations will be 
provided on the financial needs of the black community in 
NMB.  
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CHAPTER 2 
FINANCIAL LITERACY AND FINANCIAL EDUCATION 
 
2.1    INTRODUCTION  
Chapter 1 presented an overview of the research topic, problem statement and 
research objectives. It described the importance of financial education as a means of 
improving financial literacy levels of consumers. It also highlighted the possible role 
of financial literacy and financial inclusion in improving consumers’ financial 
behaviour. The purpose of this study is to investigate the relationships between 
financial literacy, financial inclusion and financial behaviour among the black 
community in NMB.   
 
To achieve the secondary objectives of this study, this chapter will provide an in-
depth literature review on financial literacy and financial education. It will explain the 
meaning of the financial market, challenges in the financial market and consumer 
protection in the financial market. Furthermore, this chapter will also discuss personal 
finance, personal financial planning and how it relates to financial literacy. 
Additionally, the components of financial literacy, namely financial knowledge, skills 
and attitude will be discussed.   
 
A literature review will also be provided on financial education as a solution for low 
levels of financial literacy among consumers. The types of financial education and 
institutions that may provide financial education to consumers will also be discussed.  
 
2.2    FINANCIAL MARKET 
Financial market refers to a virtual market, where consumers and financial institutions 
meet to lend and borrow cash (Van Wyk, Botha & Goodspeed 2012:3).   Kidwell, 
Blackwell, Whidbee and Peterson (2008:8) contend that a financial market is a 
market where consumers and financial institutions meet to buy and sell financial 
products such as equities, bonds and debt (Kidwell et al. 2008:5).  This market 
facilitates the movement of income from one economic unit (household, business and 
government) to another economic unit (Van Zyl, Botha, Skerrit & Goodspeed 
2009:6).  Financial institutions facilitate the lending and borrowing of cash by 
economic units and assists with the transferring of cash between economic units, 
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creating additional cash and a market for debt and other financial products necessary 
for economic units to trade (Van Wyk et al. 2012:3). According to Kidwell et al. 
(2008:5), financial institutions usually dominate the financial market and provide 
financial products or services to consumers to ensure that they have access to 
financial products or services (National Treasury 2011:1). A stable financial market 
encourages competition among financial institutions and enables the development of 
new financial products that can meet consumers’ needs. However, consumers are 
also exposed to certain risks in the financial market.  
 
2.3    CHALLENGES IN THE FINANCIAL MARKET 
This section investigates the challenges that are faced by consumers in the financial 
market. It highlights the complicated nature of financial products and the risks faced 
by consumers making use of financial products and services.  
 
2.3.1 COMPLEXITY OF FINANCIAL PRODUCTS  
Financial products are intangible in nature which makes it difficult for consumers to 
evaluate them. Financial products are difficult to compare with other related financial 
products suggesting that consumers are obligated to financial institutions and 
financial advisors that sell financial products to them (Botha du, Preez, Goodall, 
Palframan & Rossini 2012:3). Lewis and Messy (2012:19) state that the manner in 
which financial products are traded may be a source of mistrust for consumers 
because financial advisors selling financial products may be motivated by 
commission only to sell financial products. 
 
Furthermore, the lack of transparency of financial information by financial institutions 
and providing misleading information may cause mistrust in consumers (Botha, 
Rossini, Geach, Goodall, du Preez, & Rabenowitz 2012:4). Lewis and Messy 
(2012:19) propose that mistrust may be the reason why consumers do not save in 
the financial market.  According to Lewis and Messy (2012:18) the lack of financial 
institutions presenting financial products in a simplistic manner to consumers, causes 
them not to understand financial products and the risks attached to financial 
products. These financial products are complex in nature and require that consumers 
are able to compare different kinds of financial products whilst taking into account the 
fees charged (PISA 2012:7).   
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2.3.2 RISK SHIFTING  
Consumers are also responsible for making their own financial provision for 
retirement. They must make financial decisions pertaining to their future needs such 
as provision for health care; education needs and appropriate investments for 
emergency situations (PISA 2012:7). According to Orton (2007:3) consumers are 
living longer which requires that they save more of their income as they must plan for 
a longer retirement period. Consumers are also exposed to many diseases and must 
make financial provision for operations, disability and lengthy illnesses which may 
lead to job losses (Swart 2012:4-5).  
 
The nature of employment has also changed with less full-time contracts and more 
part-time contracts that require different financial products and financial 
responsibilities from employees (Vosko, Cranford & Zukewich 2003). Orton (2007:5) 
stated that technology has also led to more advanced financial products and 
consumers are exposed to risks such as fraud and aggressive marketing.  
Furthermore, technology has increased the diversity of financial products that 
consumers must choose from (Widdowson & Haiwood 2007:38). Consumers are also 
exposed to risks of being over indebted, blacklisted by institutions and their 
possessions being repossessed by institutions (Ralebitso 2012:3).   
 
Consumers are subjected to many risks from the financial products they use to the 
financial advice they receive. Furthermore, consumers are responsible for making 
their own financial decisions when purchasing financial products or services. 
Therefore, consumer protection is important to ensure that consumers know their 
rights in the financial market.    
 
2.4    CONSUMER PROTECTION IN THE FINANCIAL MARKET  
Consumer protection needs to involve approaches that prevent consumer abuse and 
promote their confidence in the financial market (Aziz 2005:3).  According to Lewis 
and Messy (2012:22) consumer protection is important to inspire confidence in the 
financial market. Aziz (2005:5) states that measures must be put in place to raise the 
awareness of consumers about counterfeit banknotes and how to use credit facilities 
in ways that are safe. Consumer protection is important in the financial market 
because under performance of financial products has an impact on the retirement 
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savings of consumers (National Treasury 2011:41). Consumer protection should 
foster an environment in which consumers are well-informed about financial 
products, marketing does not mislead consumers and financial advice meets the 
needs of consumers.  They should also have recourse to reparation if they are 
treated unfairly by financial institutions (Mundy & Musoke 2011:16).   
 
There are many consumer protection bodies in South Africa. The ombudsman for the 
banking services ensures that consumers’ complaints about banking services and 
products are resolved. Furthermore, the Treating Customer Fairly Initiative ensures 
that consumers are treated fairly through all stages of the financial product life cycle 
namely, design, marketing, advice, point of sale and after point of sale (National 
Treasury 2011:42). The pension fund adjudicator deals with all complaints that relate 
to pension fund issues. The ombudsman for short-term and long-term insurance 
deals with all grievances relating to insurance. The ombudsman for financial services 
providers’ was established to resolve consumers’ disputes that relate to financial 
advice received by consumers, the failure to keep consumers’ records and non-
disclosure of financial information (Swart 2007:7). The national credit regulation is 
created to resolve consumers’ complaints against credit providers and ensure those 
credit providers treat consumers fairly (Botha et al. 2012:19-21). National Treasury 
(2011:46) stated that consumers must be provided with prompt and affordable 
dispute resolution processes by financial institutions.   
 
2.5    PERSONAL FINANCIAL PLANNING  
Personal finance is concerned with the individuals’ or households’ financial decisions 
that pertain to budgeting, saving, spending, insurance and investment to reach their 
financial goals. Consumers that are knowledgeable about such financial concepts 
can make informed financial decisions when purchasing financial products or 
services. (Baltjelsmit & Rastelli 2008:2). Personal financial planning pertains to the 
process consumers engage in to achieve their financial goals. Personal financial 
planning aims to develop and achieve the financial goals of consumers (Bajtelsmit & 
Rastelli 2008:2). Consumers engage in a personal financial planning process to 
determine their short-term and long-term goals and to plan how to achieve these 
goals. Personal financial planning is about consumers collecting financial information 
to be able to make financial decisions and to develop a financial plan to assist them 
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to meet their financial goals. (Botha et al. 2012:136). Consumers collect financial 
information about their life cycle, goals and risks, to be able to meet their needs 
(Swart 2012:6). Swart (2007:1) maintains that financial planning ensures that 
financial situations of consumers are more predictable in future.  
 
Figure 2.1 illustrates the financial planning process that consumers engage in and 
the levels of financial competence required by consumers.  
 
FIGURE 2.1: THE FINANCIAL PLANNING PROCESS  
  
STEP 1  
Step 1: relates to financial 
knowledge  
 
STEP 2 
Step 2: relates to financial    
skills 
 
                                STEP 3  
Step 3: relates to financial     
skills and attitude           
 
STEP 4   
Step 4: relates to financial 
attitude  
 
 Source: Adapted from Winger and Frasca (2006:10) 
 
The financial planning process consists of four steps. In the first step of the process 
consumers have to define their financial goals.  In the second step, consumers must 
develop financial plans to achieve their financial goals. In the third step, consumers 
must implement financial plans to achieve their financial goals. In the fourth step 
consumers have to review their financial goals, financial strategies and financial 
plans to achieve their current or new financial goals (Winger & Frasca 2006:10; 
PERSONAL FINANCIAL 
GOALS 
FINANCIAL PLAN TO 
ACHIEVE GOALS 
IMPLEMENT THE 
FINANCIAL PLAN 
REVIEW FINANCIAL 
PLAN AND ADOPT 
ACTION PLAN
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Hearth et al. 2006:7; Swart 2007:8). Swart (2012:2) explained that such a process 
requires consumers to be knowledgeable about financial concepts and to be skilful in 
handling financial issues and possess a positive attitude. This means that for 
consumers to engage in a personal financial planning process effectively, they must 
possess high levels of financial literacy.  
 
2.6    FINANCIAL LITERACY  
Financial literacy refers to the consumers’ financial knowledge, skills and attitudes 
that translate into financial behaviours that enable consumers to meet their financial 
goals. (Stebstad et al. 2006:6). In terms of this definition, financial literacy consists of 
financial knowledge, skills and attitudes. Hall (2008:13) argues that financial literacy 
refers to a consumer’s understanding of financial concepts, skills to make informed 
financial decisions and knowledge of when to seek for financial information to reach 
the envisaged financial goals. PISA (2012:13) defines financial literacy as financial 
knowledge and skills, motivation and confidence to apply financial knowledge and 
skills in a manner that improves the consumers’ financial situations. Lewis and Messy 
(2012:16) state that financial literacy refers to consumers’ financial awareness, 
knowledge, skills, attitudes and behaviour to make informed financial decisions that 
benefit consumers. In a study by Hung et al. (2009) various components were 
identified as components of financial literacy, namely financial knowledge, perceived 
financial knowledge, financial skills and financial behaviour. Hung et al. (2009) 
argued that financial knowledge and perceived financial knowledge influence the 
consumers’ financial skills and behaviour. For the purpose of this study, financial 
literacy will be defined as the levels of financial knowledge, skills and attitudes 
(KSA’s) of consumers to achieve their financial goals.  
 
According to PISA (2012:8) consumers with higher levels of financial literacy may 
demand financial products that are of such high quality that they would also promote 
financial innovation and competition in the financial market. Such consumers with 
higher levels of financial literacy respond to a financial crisis in a predictable manner 
by managing financial risks and making informed financial decisions. Such 
consumers are in a better position to make informed financial decisions and to 
determine the value of financial products provided to them. These consumers also 
demand financial institutions and financial advisors with adequate experience to 
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provide financial products to them. (Botha et al. 2012:26).  In contrast, low levels of 
financial literacy may be an obstacle to saving behaviour (Lewis & Messy 2012:16). 
According to Klapper, Lusardi and Panos (2012:28) financial literacy is related to 
greater participation in the financial market and is negatively related to the use of 
informal sources of borrowing. This means that consumers with higher levels of 
financial literacy are able to make informed financial decisions.  
 
According to Widdowson and Hailwood (2007:41) low levels of financial literacy may 
result in consumers not understanding the risks that they are exposed to and as such 
purchase inappropriate financial products. Consumers with low levels of financial 
literacy do not have the ability to make complex financial decisions and do not 
understand concepts such as risk and diversification (Lewis & Messy 2012:16).  
FinMark Trust (2004:5) indicate that the results of low levels of financial literacy 
usually are at the core of consumers being in debt and/or in a situation where they 
save limited or zero amounts of cash. Another impact of low levels of financial 
literacy is that consumers may be vulnerable to marketing tactics of financial 
institutions (FinMark Trust 2004:5) and therefore may be convinced to purchase 
financial products that are not in their best interest (Orton 2007:7). Consumers with 
low levels of financial literacy may not be able to manage financial products they 
purchase and may not be able to calculate the cost of the financial products they 
have purchased (Anderson 2012).  
 
Figure 2.2 illustrates the components of financial literacy, namely KSA’s. 
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FIGURE 2.2: COMPONENTS OF FINANCIAL LITERACY  
 
Source: Adapted from Kempson (2009:4-6); Eighty20 (2009:21); Roberts and Struwig 
(2011:2); Mundy and Moseka (2011:48). 
 
Figure 2.2 illustrates that consumers need to acquire financial knowledge, learn 
financial skills and adopt the appropriate financial attitude in order to attain financial 
literacy. Financial knowledge, financial skills and financial attitude will be discussed in 
the following section.  
 
2.6.1 FINANCIAL KNOWLEDGE 
Shuttleworth (2011:98) states that financial knowledge refers to consumers’ ability to 
understand financial information and to be able to use such information to make 
informed and responsible financial decisions.  Consumers must understand financial 
information and be able to gain access to financial information when needed to be 
able to make informed financial decisions (Sebstad et al. 2006:10). Lewis and Messy 
(2012:25) maintain that financial information is the provision of financial facts to 
consumers that will support or influence their financial decision. Therefore, 
consumers must be able to evaluate financial information (Lewis & Messy 2012:25) 
and recognise financial information presented to them or be able to relate the 
information to their past financial experiences (Shuttleworth 2011:104).  Kiviat and 
Morduch (2012:6) stress that consumers need to possess explicit knowledge, namely 
knowing the facts about financial products, heuristic knowledge, which is derived 
from consumers’ past experiences in the financial market and soft knowledge which 
refers to consumers knowing when and how to ask questions. Shuttleworth 
Financial literacy 
Financial knowledge Financial skills Financial attitude 
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(2011:105) states that consumers must understand financial concepts and must be 
able to transform financial information from words to numbers. Consumers are 
required to be knowledgeable about many financial concepts which include interest 
rates and inflation.    
 
According to Mundy and Musoke (2011:50) consumers should be knowledgeable 
about budgeting, financial planning, savings, investments, financial products that are 
regulated and the disadvantages of purchasing financial products that are 
unregulated. According to Roberts et al. (2012:33), South African consumers have 
low levels of financial knowledge about budgeting; saving products, the function of 
interest rates, life insurance, consumers’ credit profile, and credit agreements. Botha 
et al. (2012:144) hold that financial advisors should analyse specific areas when they 
deal with consumers, in areas of debt management, capital needs in emergency 
situations, preparation for children’s educational needs, investment planning, 
retirement planning, estate planning and insurance planning. Swart (2012:11) states 
that the components of financial planning are income tax, estate planning, investment 
planning, protection planning, credit planning, health planning, retirement planning, 
career planning, spending and savings planning (Winger & Frasca 2006:9; Swart 
2012:11). For the purpose of this study the areas of financial knowledge to be 
considered are; cash management, debt management, investment planning and 
retirement planning as well as risk management and insurance.  
 
Figure 2.3 illustrates the components of financial knowledge that consumers must be 
knowledgeable about. 
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FIGURE 2.3: COMPONENTS OF FINANCIAL KNOWLEDGE    
 
Source: Researcher’s own construct 
 
Cash management comprises the financial decisions of consumers about cash 
payments and saving of income (Bajtelsmit & Rastelli 2008:76). According to Winger 
and Frasca (2006:113) cash management relates to how much cash consumers 
ought to have on hand and in which financial institution they should keep their cash. 
Bajtelsmit & Rastelli (2008:76) states that consumers should have cash available for 
financial transactions and emergencies. Chieffe and Rakes (1999:263) point out that 
cash management is about consumers managing their financial situations in the 
short-term. There are two reasons for holding cash namely, to undertake a financial 
transaction and to be able to pay for an emergency (Winger & Frasca 2006:113; 
Bajtelsmit & Rastelli 2008:77). Therefore, cash management ensures that consumers 
are living within their means (Botha et al. 2012:25). Cash management includes the 
process of budgeting and planning savings from income (Chieffe & Rakes 1999:263). 
This requires that consumers are able to draw up a budget to ascertain how much 
they are spending each month and how much they are borrowing each month (Botha 
et al. 2012:25). According to Cohen and Sebstad (2003:6) appropriate cash 
management is a daily challenge for consumers. Swart (2012:63) states that a 
budget inculcates discipline and assists consumers to pay their debt.  
 
Debt refers to cash that is owed by consumers to financial institutions that they are 
legally obligated to repay (Botha et al. 2012:166). Swart (2007:30) states that debt is 
cash that is borrowed by consumers from other people (friends and family), 
institutions (micro-finance and banking institutions) and also incurred when 
Financial 
knowledge  
Cash 
management 
Debt 
management 
Investment and 
retirement 
Risk 
management 
and insurance 
 35 
consumers purchase products on credit. Therefore, credit is the amount of cash 
available to consumers, or their purchasing power for products, to be reimbursed by 
them at a later stage (Swart 2007:3; Bajtelsmit & Rastelli 2008:107; Botha et al. 
2012:166). Swart (2007:3) contends that consumers are in a debt crisis when they 
cannot afford to purchase basic products because they have to service debt which 
means that consumers must control their debt levels (Swart 2012:67). Consumers 
could also build up debts that are unmanageable because they may not have the 
income to cushion themselves against financial emergencies in the future (Mundy 
2011:8).  Consumers often use credit cards without being informed that it is a form of 
credit. They must thus be informed about credit instruments which include services 
accounts, revolving accounts, deferred payments, instalment sales agreements, 
personal loans, and credit cards. (Swart 2012:80).  
   
Investment refers to the process of purchasing financial products with the expectation 
that the value will be higher in the long term (Hearth et al. 2006:326). Swart 
(2012:228) argues that investment is the delay of consumption in order to purchase 
financial products with a long-term view. Consumers should have the desired 
knowledge of investments to be able to make informed decisions about investing to 
meet their financial goals (Bajtelsmit & Rastelli 2008:279). According to Swart 
(2012:228) investment planning is an important part of financial planning and relates 
to retirement planning through which consumers aim is to retire financially 
independent (Swart 2012:421).  
 
Swart (2012:384) claims that all consumers are exposed to risks and therefore they 
must make financial provision for these risks (Swart 2012:384). According to the 
OECD (2008:37) consumers are short-term inclined and are not encouraged to 
consider long term risks. Furthermore, consumers are unlikely to seek financial 
provision for risks that they are unaware of (OECD 2008:37). Consumers must be 
aware of such risks as, loss of income as a result of disability,  loss of employment, 
loss of property including personal liability or even death (Swart 2012:385). 
Consumers can protect their assets by purchasing insurance (Winge & Fransca 
2006:327). However, OECD (2008:37) argues that consumers do not trust financial 
institutions because of the mal-practice in the selling of insurance products. Botha et 
al. (2012:27) describes the following risk management areas to be considered: 
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capital needs at death, disability and dread disease, short-term insurance needs and 
the availability of funds for health issues. Once consumers are knowledgeable about 
cash management, debt management, investment and retirement planning as well as 
risk management and insurance, they must translate this knowledge into financial 
skills.  
 
2.6.2 FINANCIAL SKILLS 
Mundy and Musoke (2011:15) define financial skills as the ability of consumers to 
apply the financial knowledge gained to manage their financial situations.  Financial 
skills also refer to consumers’ ability to apply financial knowledge in different 
contexts, resolve financial problems and manage the risks they are exposed to 
(Orton 2007:7).  According to FSA (2005:14) financial skills relate to consumers 
having skills to plan, monitor, manage and resolve any financial problems they may 
experience.  According to PISA (2012:14) consumers must be able to apply their 
financial knowledge in the financial market and this requires that consumers are able 
to transfer financial knowledge and apply it in the contexts of making financial 
decisions. Shuttleworth (2011:105) states that apply, in this context, means using 
financial knowledge in new and different financial situations. Huston (2010:307) 
states that financial skills also relate to consumers’ confidence in using financial 
knowledge in a financial context and in making important financial decisions. PISA 
(2012:14) maintains that financial skills must be applied in different situations to be 
able to make informed decisions in the financial market. Consumers need to be able 
to apply their financial knowledge in such a way to make appropriate financial 
decisions. Consumers need to have a range of financial skills which are dependent 
on their basic level of literacy and numeracy (FSA 2005:18).  
 
Figure 2.4 illustrates the components of financial skills.  
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FIGURE 2.4: COMPONENTS OF FINANCIAL SKILLS 
 
Sources: Researcher’s own construct 
 
It is evident that financial skills, translate in consumers being able to determine 
financial goals, exercising financial control, choosing financial products and 
institutions and developing financial plans. According to Swart (2012:8) consumers 
must determine what is important to them before they can make financial decisions. 
Bajtelsmit and Rastelli (2008:4) stated that to determine financial goals requires 
some level of introspection in which consumers must identify what is important to 
them. Financial goals include intermediate and long-term financial goals that 
consumers expect to achieve (Chieffe & Rakes 1999:265). Financial goals reflect 
consumers’ values and these values determine what is important to consumers and 
which financial products they purchase. Therefore, consumers must know what is 
important to them and what they want to achieve during their life time (Hearth et al. 
2006:9).   Financial goals are an important part of financial planning because without 
financial goals, no planning can take place (Winger & Frasca 2006:4). According to 
Chieffe and Rakes (1999:265) consumers without financial goals do not have a long-
term incentive to save their cash. For financial goals to be achieved, measurable 
financial goals and timelines must be defined (Botha et al. 2012:135). Once 
consumers have defined their financial goals, they must decide how to collect and 
organise their financial information.  
 
It is also important to determine who is responsible for or controls the daily financial 
decisions in a household (Roberts et al. 2012:9). Swart (2012:4) referred to this 
person as the household financial manager and this person is responsible for 
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finances in the household and assumes a leadership role in making financial 
decisions. According to Botha et al. (2012:161) all members in the household are 
responsible for certain financial decisions but all members must be clear about as to 
who makes the final decisions.  This person is responsible for the coordination of all 
household financial activities (Botha et al. 2012:161). 
 
Consumers must be able to collect financial information such as cash receipts, bank 
statements, invoices and tax returns to adjust their budget. This information must be 
kept until consumers can verify that their banking institutions have recorded their 
financial transactions correctly. Consumers must also keep record of irregular 
expenses such as bills for utilities and vehicle expenses to record and verify their 
record. (Bajtelsmit & Rastelli 2008:23). One of the most important decisions to make 
in personal financial management is to keep record of consumers’ financial 
transactions. Consumers cannot develop effective budgets and personal financial 
statements if they do not keep records of their financial transactions. These records 
should include information such as bank statements, retirement benefits, credit cards 
transactions and insurance policies. (Hearth et al. 2006:77). Swart (2012:29)  
suggests that financial information such as monthly bank statements, purchase slips 
with guarantees, receipts of products purchased, insurance policies, deposit slips, 
credit card numbers,  proof of personal loans taken and information pertaining to wills 
should be collected.   
 
Financial controlling also involves reducing any risk of not achieving the financial 
goals that were defined.  In the controlling process, consumers should concentrate 
on the risks that have a higher likelihood and impact on their financial situations. 
(Swart 2012:4). According to FSA (2005:20) financial control is also about consumers 
living within their means and being well organised to pay their expenses on time. One 
way consumers can control their cash is to have appropriate day-to-day money 
management skills (FSA 2005:3). Day-to-day money management relates to 
consumers keeping track of their daily expenses and developing strategies that  
restrict consumer spending and borrowing cash unnecessarily (FSA 2005:21). Day-
to-day money management is a daily challenge for consumers and financial planning 
becomes a difficult task when consumers cannot live within their means. Day-to-day 
money management relates to consumers being able to control their finances and 
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keeping a record of their monthly expenses through compiling a budget (FSA 
2005:26). Kempson (2009:9) states that it is important to assess whether consumers 
have a budget and keep track of their monthly expenses. Cash statements assist 
consumers to track their monthly income and expenses so that they can contribute to 
savings (Botha et al. 2012:159). This statement also helps consumers to review their 
financial situations and allows them to budget for the future. (Winger & Frasca 
2006:53).  
 
Choosing financial products refers to consumers being aware of financial products 
available in the financial market and knowing which is appropriate for their financial 
situations (FSA 2005:3). Consumers should be able to shop around before 
purchasing financial products and consider certain characteristics of financial 
products before purchasing them (Roberts & Struwig 2011:2). Consumers must 
choose financial products that will help them achieve their financial goals (Bajtelsmit 
& Rastelli 2008:13).  There are many financial products available in the market and 
consumers are exposed to many different and complicated financial products (Lewis 
& Messy 2012:18). Consumers should be aware of different financial products 
available and be able to choose a financial product that fits their financial needs. 
They must be able to compare the cost and risk of financial products and asses them 
holistically to suit their specific needs. (FSA 2005:3).  
 
Consumers need to shop around for the lowest fees charged by financial institutions 
and understand the role of different financial institutions in the financial market 
(Hearth et al. 2006:95). In addition, consumers should consider the location of 
financial institutions, the convenience of using financial institutions and the fees 
charged by the financial institutions (Bajtelsmit & Rastelli 2008:87). Swart (2007:11) 
reasoned that banking institutions are the most common financial institutions used by 
consumers.  Therefore, consumers should choose banking institutions with adequate 
track records and reputations. Consumers should choose banking institutions that 
have many consumers and that charges lower fees (Swart 2007:11; Swart 2012:73). 
 
According to FSA (2005:22) planning relates to consumers being able to cope with 
unexpected financial events and making financial provision for the long-term. 
Consumers should be able to make financial provision for unexpected events and 
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plan for retirement and pension (FSA 2005:22).  Chieffe and Rakes (1999:268) holds 
that regardless of how well consumers plan, they will have to deal with some 
unexpected events. According to Cohen and Sebstad (2003:6) planning is difficult 
when consumers struggle to make ends meet on a daily basis. Planning reduces the 
risks of not having enough income in the future and helps to avoid a financial crisis. 
Planning includes developing financial plans to achieve financial goals. Financial 
planning also includes performing a SWOT analysis, that is, consumers knowing their 
financial strengths, weaknesses, opportunities and threats. (Swart 2012:4). Botha et 
al. (2012:4) states that planning is a way of ensuring that consumers gain some level 
of control over their finances. According to Kempson (2009:22) financial planning 
should relate to consumers’ short-term saving as well as long-term saving for 
retirement. Swart (2007:4) suggests that consumers should write down what they 
want to achieve and decide how much of their income they are willing to commit to 
achieving the defined financial goals. Furthermore, consumers cannot put any 
financial plan into action if they do not have enough income available. (Swart 
2012:10). Consumers are also required to have a positive financial attitude towards 
the financial market.   
 
2.6.3 FINANCIAL ATTITUDES  
According to FSA (2005) financial knowledge and skills are not enough, which is why 
consumers must be prepared to take steps to apply their knowledge and exercise 
their financial skills in the financial market. Financial attitudes refer to the consumers’ 
thoughts, feelings and opinions about financial issues that support or reinforce their 
financial behaviour (Sebstad et al. 2006:10). If consumers have a negative attitude 
about finances they are less likely to change their financial behaviour (Atkinson & 
Messy 2012:33). Financial attitudes usually influence consumers’ decisions about 
financial products they purchase (Botha et al. 2012:126). The financial attitudes of 
consumers also determine their behaviours and how they spend their cash (Potgieter 
2013:15). According to FSA (2005:19) financial attitude relate to consumers’ 
willingness to change their behaviours and confidence that is reflected in their 
financial behaviours.   
 
Most researchers link financial attitudes to confidence levels.  According to Mundy 
and Musoke (2011:15) confidence may be described as whether consumers are self-
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assured about their financial decisions. Ajzen (1991:184) refers to financial 
confidence as perceived behaviour control and the extent to which consumers 
consider whether they have completed a certain task successfully or not. Similarly, 
William (2010:1) states that financial confidence refers to financial self-sufficiency 
which is the consumers’ perceived ability to manage their financial situations 
themselves. Higher levels of perceived financial self-efficacy often result in less 
financial problems experienced by consumers (William 2010:2). Consumers must 
also know what motivates their financial behaviour in order to understand their 
financial decisions (Kiviate & Morduch 2012:10).  Financial attitude is also related to 
the financial responsibility of consumers. Financial responsibility in turn relates to 
consumers being reliant on themselves and others to gain the necessary information 
to make informed financial decisions. Swart (2012:62) explain that responsible 
consumers live within their means, plan for unforeseen financial situations and do not 
use debt excessively.  Consumers’ financial decisions are affected by and affect the 
local community. Therefore, consumers must be aware of their rights and 
responsibilities when making financial decisions and consider the impact of their 
financial decisions on the community (PISA 2012:29).  
 
Financially responsible consumers are able to remain up to date with new financial 
information and changes in the financial market. They know where to go when they 
need financial advice or financial help. (FSA 2005:22). They are also aware of 
redress if they experience problems with financial institutions. Lewis and Messy 
(2012:23) contends that redress refers to options that are available to consumers 
should they have disputes with financial situations. These options usually provide 
recourse to consumers other than legal steps and these services are usually free for 
consumers as complainants (Lewis & Messy 2012:23). Financially responsible 
consumers must be self-reliant and use a third party (for example a financial advisor) 
for assistance. This involves consumers being able to keep up to date with what is 
happening in the financial market and being able to find and compare financial 
information. Financially responsible consumers must know when and where to find 
financial assistance when needed. (FSA 2005:22). Consumers’ levels of financial 
literacy may be improved by means of financial education.  In other words, one 
financial attitude plays a role in one’s financial behaviour. It is evident, from the 
above discussion, that KSA’s forms a person’s levels of financial literacy.  
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2.7    FINANCIAL EDUCATION IMPACTING FINANCIAL LITERACY  
This section highlights the importance of financial education in improving levels of 
financial literacy of consumers. Financial education may assist consumers to make 
informed financial decisions. The following section explains the meaning of financial 
education.  
 
2.7.1 FINANCIAL EDUCATION 
Financial education is important in helping consumers to interact effectively in the 
financial market, choose financial products and manage their available cash. (Cohen 
& Stebstad 2003:5). Thus, financial education enables consumers to understand 
financial concepts and products and to develop skills and attitudes to adopt 
appropriate financial practices (MicroFinance Opportunities 2005:9). The definition of 
OECD expands on this concept of financial education by stating that it is a process of 
improving consumers’ knowledge, skills and attitudes (KSA’s) so that consumers are 
aware of  financial risks, are able to seek financial help and make appropriate 
financial decisions to reach their financial goals (Messy & Monticone 2012:8). Riyada 
Consulting and Training (2011:53) states that financial education should improve 
consumers’ financial knowledge, financial skills and promote responsible financial 
behaviour in consumers. MicroFinance Opportunities (2005:3) advocates that 
financial education should focus on the KSA’s of consumers that are required to 
make informed financial decisions. In summary, financial education enlightens 
consumers about financial concepts and products so that they can adopt financial 
skills and financial attitudes that would enable them to make informed financial 
decisions. Consumers may derive many benefits from receiving financial education.    
 
The benefits of receiving financial education include consumers knowing what 
questions to ask when dealing with financial institutions, being able to handle 
complicated financial products and knowing where to complain when they are 
experiencing problems with financial institutions (Tamaki 2011:2). The impact of 
receiving financial education may be indicated by increased savings, reduced debt 
and consumers reaching their financial goals. All of these factors work towards 
reducing poverty in communities and in the country (MicroFinance Opportunities 
2005:3). Gordhan (2012) emphasises that financial education ensures that 
consumers have access to financial products and enables consumers to reach their 
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financial goals. Financial education is a way of ensuring that consumers demand 
higher quality financial products or services and are able to choose financial products 
that meet their needs. (Cohen et al. 2006:2). MasterCard Foundation (2011:6) 
concurs that financial education helps the poor to manage scarce financial resources 
(income) more effectively and to choose financial products that meet their 
circumstances. Spring (2008:13) explains that financial education is a way of 
ensuring that consumers keep up to date with the changes in the financial market.   
 
Therefore, a lack of financial education exposes consumers to financial problems 
such as the unethical marketing practices of financial products and consumers 
defaulting on payments due to pressure on their income (Aziz 2005:3; MasterCard 
Foundation 2011:11). Low levels of financial literacy because of limited financial 
education may be a barrier to financial inclusion. Consumers may for instance not 
open a bank account because they do not know how to open it and/or do not 
understand the benefits of having a bank account (Yoong 2010:6). Consumers that 
do not have access to financial education usually lack the financial skills to take 
advantage of financial products or services to improve their financial situation (Yoong 
2010:5). Therefore, access to financial education changes consumers’ lives.    
 
Figure 2.5 highlights the role of financial education in improving consumers’ levels of 
financial literacy. 
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FIGURE 2.5: ROLE OF FINANCIAL EDUCATION   
 
 
Source: Adapted from Swart (2002:3) 
 
Figure 2.5 highlights the impact of financial education on financial knowledge, skills 
and attitudes that lead to change in consumers’ financial behaviour. Change in 
financial behaviour includes consumers making informed financial decisions and 
having access to financial products or services. A change in consumers’ financial 
behaviour implies that consumers’ financial situations improve.  
 
2.8  TYPES OF FINANCIAL EDUCATION 
This section describes the different types of financial education available to 
consumers, namely informal financial information, financial advice and targeted 
financial education. 
 
2.8.1 INFORMAL FINANCIAL INFORMATION  
PISA (2012:30) suggests that there are various sources of financial education. 
Consumers may receive financial information from friends, parents and other family 
members (PISA 2012).  Helm (2006:37) contends that consumers may also receive 
informal financial information and financial products from family, friends and people in 
the community. Additionally, consumers may rely on their employer, community 
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leaders and church for financial information. This means that poor consumers tend to 
rely on informal financial information while wealthier consumers may rely on brokers 
and financial advisors. (FinMark 2009b). Consumers’ decisions are informed by 
banking institutions (28%), family and friends (22%) as well as television and radio 
(17%) (Roberts & Struwig 2011:ix). Therefore, it is important to consider which type 
of financial information is utilised mostly by consumers and to determine which type 
of financial information would improve their levels of financial literacy (PISA 2012).  
Roberts et al. (2012:63) emphasised the importance of considering the type of 
financial information that influences consumers’ financial decisions. Furthermore, 
consumers also use financial advice to improve their financial decisions.  
 
2.8.2 FINANCIAL ADVICE  
Financial advice refers to any recommendations, guidance or proposal of a financial 
nature furnished to consumers to meet their financial needs.  It is usually sales and 
services oriented through selling financial products to consumers and providing 
financial recommendations to consumers to meet their financial needs.  (Hassan et 
al. 2008:7; Botha et al. 2012:44). According to Lewis and Messy (2012:25) financial 
advice is about providing consumers with advice that will assist them to evaluate 
financial products and to choose financial products that are in their best interest. The 
relationship between financial advice and financial education is an important one. 
Financial education provides consumers with information about financial concepts 
and financial products, while financial advice provides financial recommendations in 
respect of financial concepts and products to meet consumers’ financial needs.  
Hassan et al. (2008:7) agrees that financial education ensures that consumers are 
familiar with financial concepts and products that are recommended to them.  
 
There is a need for financial education when financial advisors are recommending 
financial products to their consumers. Financial education may assist consumers to 
discern whether recommendations on financial concepts and products meet their 
needs or not. (Calcagno & Monticone 2011:3). McMillian (2006:26) states that 
financial education and advice ensure that consumers adopt the appropriate financial 
behaviours.  According to Kim and Garman (2003:7) consumers may be influenced 
by financial education and financial advice to make informed financial decisions. 
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When financial education and financial advice are offered simultaneously it may have 
a greater impact on consumers’ financial behaviour.  
 
Cash advice relates to debt counselling for consumers that are over-indebted 
(Hassan et al.  2008:12). Brenna and Mannion (1992) claims that cash advice is a 
term used to describe debt counselling provided to consumers. This type of advice 
usually targets employees of large businesses such as mining companies, banks and 
governmental departments.  Lewis and Messy (2012:25) suggests this type of advice 
is more generic and relates to consumers’ income, saving and debt and does not 
lead to the sale of financial products. Cash advice attempts to protect consumers and 
ensures that they are financially included in the financial market (Brennan & 
Gallagher 2007:628).  In South Africa consumers that experience over-indebtedness 
can consult with debt counsellors for assistance. These debt counsellors must be 
registered with the National Credit Regulator and their role is to provide budgeting 
advice, to mediate with credit providers and to provide consumers with information 
about ways to resolve their debt problems (National Credit Regulator 2008:1). 
 
2.8.3 TARGETED FINANCIAL EDUCATION  
Targeted financial education is designed to meet the needs of a specific target 
market and is usually targeted at communities that may be excluded from mass 
media such as rural communities (MasterCard Foundation 2011:13). It concerns 
specific financial concepts and is designed around the financial needs of a target 
market (Hassen et al.  2008).  
 
As stated above, this kind of programme is delivered to low income communities 
including high school learners, low income employees, consumers dependent on 
government grants on retirement and unemployed people (Hassan et al. 2008:12).  
Messy and Monticone (2012:20) contends that financial education is usually targeted 
at the most vulnerable individuals in the country, namely, consumers that are earning 
lower levels of income and are financially excluded. These people are usually women 
and young people living in rural communities. The reason for this is that women and 
young people are usually the most vulnerable in terms of health and economic 
development in the country. (MasterCard Foundation 2011:14; Messy & Monticone 
2012:20).  The types of financial education, such as informal financial information, 
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financial advice and targeted financial education may be provided by community 
based organisations, schools and universities, financial institutions and places of 
employment.   
 
2.9    INSTITUTIONS PROVIDING FINANCIAL EDUCATION  
This section describes the different financial institutions that provide financial 
education to consumers. This will include community based organisations, schools 
and universities, financial institutions and places of employment.  
 
2.9.1 COMMUNITY BASED ORGANISATIONS 
Community based financial education usually targets poor consumers such as those 
who live in rural communities. The benefits of such financial education are that the 
content of the financial education programme is aligned with the needs of consumers 
so that they receive financial education tailored towards the financial problems 
experienced by poor communities. (FinMark Trust 2004:10). Financial education 
ensures that poor communities can deal with financial problems such as having 
sufficient income to provide for their children’s education and making financial 
provision for their family’s health care (Cohen et al. 2006:2). A study by Beale 
(2009:3) revealed that after poor communities have received financial education, they 
are able to make informed financial decisions and utilise financial strategies.  
 
Citigroup (2006) also provides financial education to poor communities and in doing 
so improves the levels of financial literacy of poor communities. Citigroup (2006) 
explain that financial education may be a way to improve poor communities’ standard 
of living and to assist them to make informed financial decisions. The Financial 
Planning Institute (FPI) launched a financial education programme known as 
‘MYMONEY123’ in September 2012. It is a community outreach programme that 
aims to make consumers aware of their financial responsibilities and goals. The 
‘MyMoney123’ financial education programme focuses on three areas of personal 
financial management, namely budgeting, dealing with debt and understanding 
savings and investments.  (Willmott 2012:7).  
 
The Financial Services Board (FSB) and South Assurance Association (SAA) has 
also established a commuters’ project that educates consumers on financial issues 
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while they are at the taxi ranks, in a taxi or while they are in other places where 
commuters pass when making use of public transport.  The project uses various 
media to reach commuters such as Rank television, Star radio, Taxi music and 
Commuters FM. The project promotes financial literacy on money management and 
budgeting, responsible use of credit, short-term insurance and consumers’ rights and 
responsibilities. (FSB 2009:10-11).  
 
2.9.2 SCHOOLS AND UNIVERSITIES 
Mundy and Musoke (2011:54) state that it is important for children to learn about 
financial management practices at an early age. The reason for this is highlighted by 
Mundy (2011:16) who maintains that people form their attitude about cash at an early 
age and schools should equip learners with financial  knowledge, understanding and 
skills to manage their income.  Financial education programmes at school ensure 
that learners are responsible for their financial decisions,  informed about financial 
products or services and have appropriate attitudes about their spending behaviours 
(Mundy & Musoke 2011:54). According to Varcoe, Martin, Devitto and Go (2005:65) 
financial education in schools improves financial literacy levels of learners to change 
their financial behaviour. There are numerous ways to deliver financial education in 
school. Entrepreneurial activities usually occur at school, where scholars set up their 
own stall or have an event to raise cash for charity. This can assist students to learn 
about cash management skills and savings (Lewis & Messy 2012).   
 
A study by Grimes, Rogers and Smith (2010:330) establish that individuals that have 
completed business subjects (economics, business and finance) at university have 
higher possibilities of having a bank account. This indicates that studying business 
subjects at university might have a positive impact on financial literacy levels and the 
financial inclusion of consumers. Power, Hobbs and Ober (2011:97) finds that 
students who have studied business subjects are more familiar with financial 
instruments relating to retirement and savings than students who did not. They are 
therefore more knowledgeable and motivated to save (Power et al. 2011:97). 
  
Swart (2005:48) states that personal financial management should be a requirement 
for all BCom degrees at universities to enable students to have higher levels of 
financial literacy. South African universities send their students into the workplace 
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without preparing them for the financial challenges they will encounter in the financial 
market. (Swart 2005:48). According to Kezar (2011:192), students who make use of 
loans to study often drop out because they do not understand their obligation to pay 
back the loans. Therefore, access to financial education and the management of 
cash is the key to the success of students at university (Kezar 2011:192). An 
institution that offers a course in personal financial management is the University of 
Cape Town (UCT). Students learn about budgeting, reading financial statements, 
cash flow forecasting, cutting costs and other related issues. (UCT (n.d.):6-7). The 
University of South Africa (UNISA) also offers a programme in personal financial 
management in which the programme covers issues such as investing in retirement, 
how to choose a broker, financial risk and objectives, how to choose between 
pension and provident funds, and retirement planning (UNISA (n.d.)). Furthermore, 
Milpark Business School, Nelson Mandela Metropolitain University, PSG Konsult 
Academy, the University of Free State, University of Johannesburg and the 
University of Stellenbosch provide financial planning programmes that focus on 
personal financial management issues (Financial Planning Institute (FPI) 2012).  
 
2.9.3 FINANCIAL INSTITUTIONS    
According to Mundy and Musoke (2011:53), financial institutions, trade unions, 
professional associations and other stakeholders should participate in financial 
education, ensuring that these initiatives are not part of their marketing activities.  
Financial institutions such as banks and microfinance institutions deliver financial 
education through workshops that usually target existing clients. Financial institutions 
tend to focus their financial education initiatives on financial products in order to 
increase the sale of financial products and limit the risk of consumers defaulting on 
obligations. Some of these financial education programmes are action orientated as 
they may be targeted at the unbanked consumers in order to integrate consumers in 
the financial market (FinMark Trust 2004:10).  
 
In KwaZulu-Natal a Financial Literacy Association has been established. The 
Association is an initiative by the Provincial Treasury and targets financial literacy on 
a provincial level. The association targets five distinct groups namely in-school youth, 
out-of-school youth, women and vulnerable groups as well as Small, Micro and 
Medium Enterprises (SMME’s) and government employees. (Naude 2011:12-13). 
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The Johannesburg Stock Exchange (JSE) provides financial education to learners by 
providing courses in certain schools about banks, savings, investments and other 
financially related topics. Some schools have even adopted the courses as part of 
their curriculum (FSB 2011:13). According to FANews (2012), ABSA has invested 
R30 million in the past five years in its financial education programme. It is targeted 
at their employees to enable them to make informed financial decisions relating to 
their personal financial situations.  
 
The South African Savings Institute (SASI) has launched the ‘Teach Children to 
Save’ campaign which targets school children from Grade 4-7 nationally (Anderson 
2012), and the national savings awareness month, where July has been identified as 
the national savings month, during which consumers are encouraged to save some 
or more of their income.  
 
2.9.4 PLACES OF EMPLOYMENT   
A need also exists for financial education in the places of employment because 
employees need to save for their retirement.  A study by Kim and Garman (2003:10) 
found that employees’ attitudes may change when   financial education is provided at 
the place of employment. Garman, Kim, Kratzer, Brunson and Joo (1999:83) indicate 
that financial education has an impact on employees’ financial wellbeing. The benefit 
of financial education to employees is that they become more confident in making 
financial decisions which result in improving financial situations (Garman et al. 
1999:83).  
 
Bayer, Bernheim and Scholz (2008:11), discussed the relationship between financial 
education and employee benefits. Financial education may encourage employees to 
use employee benefits that they were not interested in or to utilise the employee 
benefits in the best possible ways. Tahira and Loibl (2005:186) state that financial 
education tends to have a positive impact on employees’ levels of financial literacy 
and satisfaction levels in the place of employment.   
 
2.10  EFFECTIVE FINANCIAL EDUCATION   
OECD (2009:1) stated that financial education must be based on the financial literacy 
need of consumers. This implies that the levels of financial literacy of consumers 
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must be measured before financial education can be provided. Therefore, for 
financial education to be effective it must be relevant to the target market, it must be 
provided on an on-going basis and financial education must take place at teachable 
moments in consumers’ lives. (MasterCard Foundation 2011:25). 
Figure 2.6 illustrates how financial education may be effective.  
 
FIGURE 2.6: EFFECTIVE FINANCIAL EDUCATION  
 
Source: Adapted from the Centre for Financial Service Innovation (2010:1) 
 
Figure 2.6 illustrates that financial education must meet the needs of the targeted 
market. This means that financial education needs to address the financial problems 
experienced by consumers (Cohen & Nelson 2011:11). Hassen et al. (2008:6) states 
that financial education is effective when it is provided for a long time and must be 
provided when consumers need financial education, during teachable moments 
(Hassan et al. 2008:6). Financial education must also translate into appropriate 
financial behaviour (PISA 2012:27).  
 
According to OECD (2005) financial education should be designed according to the 
financial needs of consumers and financial problems experienced by the community. 
Cohen and Nelson (2011:10) emphasises that the target market should determine 
the content of the financial education offered. According to PISA (2012:15) the 
course content should include all the areas of knowledge and understanding required 
to increase the financial literacy levels of consumers. The target market is likely to 
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appreciate financial education if the content meets their goals or financial problems. 
(MasterCard Foundation 2011:15).  The content of a financial education programme 
should include all the areas of financial knowledge and understanding that would 
enable consumers to make informed financial decisions (PISA 2012:15).  
 
As previously stated financial education should be timely, that is, it should be 
provided during teachable moments. Teachable moments refer to periods in 
consumers’ lives when they are more in need of financial education because of their 
transition into new stages in their lives (Mundy & Mosoke 2011:52). These stages 
include when consumers are getting married, expecting children or starting a new job 
(Mundy & Mosoke 2011:52). Beck and Neiser ((n.d.):13) referred to teachable 
moments as situations when consumers are prompted by some life event to make 
financial decisions. For example, these teachable moments may happen when a 
consumer decides to open a bank account. An opportunity arises at this point to 
teach the consumer about financial products or services. According to Willis (2008) 
financial education influences consumers’ financial decisions when they have 
experienced a negative financial transaction.  Orton (2007:23) states that financial 
education that is provided must be relevant to the situation faced by consumers 
(Beck & Neiser (n.d.): 13).  
 
Messy and Lewis (2012:29) reasoned that for financial education to be effective it 
must be based on the following principles: 
 
 Use  the best communication channels to reach the target market  
 It must address the financial needs of the target market 
 Provide feedback on the financial education and behavioural change of the 
consumers 
 
For a financial education programme to reach a wider target market, it must utilise 
multiple communication channels (OECD 2005). The target market of financial 
education must influence the selection of a communication channel. The most 
important considerations for choosing a communication channel include the 
geographical area of the target market. (MasterCard Foundation 2011:18). The 
multiple communication channels that can be utilised include mass media, namely 
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television, public campaigns, road shows and radio programmes. Financial education 
that is targeted at a larger target market often uses radio and television to promote a 
greater awareness of financial aspects. FSB (2010:22) indicates that using television 
as a communication channel allows for wider reach and promotes awareness among 
consumers. Other communication channels that can be used include brochures, 
flyers, posters, videos and DVD’s to promote financial education among 
communities.  Entertainment programmes can also be used to communicate financial 
concepts and this includes the use of commic strips, theatre and dance productions. 
(MasterCard Foundation 2011:17-18). 
 
There is no agreed standard on how to measure the impact of financial education 
(Mundy 2011:12) Furthermore, the impact of financial education on consumers’ 
behaviour may take years to be observed. Lysons, Chang and Scherpf (2006:31) 
indicate that pre-test and post-test evaluation of financial knowledge may also not be 
appropriate. The information may be biased because participants may not be familiar 
with certain financial concepts they are being tested on. It is therefore difficult to 
evaluate the effectiveness of financial education on consumers’ behaviour (Lysons et 
al. 2006:61). Evaluation is about ensuring that the financial education achieves its 
objectives (Messy & Monticone 2012:23). These objectives include to increase the 
KSA’s and to change the financial behaviour of consumers (Lysons et al. 2006:61).  
FSB (2010:6) maintain that the evaluation of financial education should be 
informative for it to indicate how financial education can be improved.  This means 
that educators must have sufficient information about how financial education can 
improve consumers’ financial behaviour.  
 
2.11 SUMMARY  
The aim of this chapter was to provide an in-depth literature review of financial 
literacy and financial education. Financial literacy refers to the financial knowledge, 
financial skills and financial attitude of consumers.  This means that consumers must 
be knowledgeable about cash management, debt management, investment 
management and retirement planning to be financially literate. Consumers must also 
be knowledgeable about risk management and insurance. Consumers are required 
to transfer their financial knowledge into financial skills. Therefore, consumers must 
have financial skills to determine financial goals, control their cash, be able to choose 
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financial products and institutions and implement financial plans that can meet their 
financial goals.   
 
Consumers must have appropriate financial attitudes towards the financial market. 
This means that consumers must be financially confident to use their financial skills 
in the financial market and also be financially responsible for their financial decisions. 
Thus, consumers must be able to seek financial help when they need to and have 
access to dispute recourse when experiencing problems with financial institutions.  
 
Consumers can improve their financial literacy levels by receiving financial education. 
Thus, financial education refers to consumers learning about financial concepts and 
financial products so that they can make informed financial decisions. Financial 
education should improve consumers’ KSA’s to ensure that they make informed 
financial decisions. Consumers have access to different types of financial education, 
namely financial advice and targeted financial education.  They may also receive 
financial education from different institutions such as community based 
organisations, schools, financial institutions and places of employment. Financial 
education should be effective to address consumers’ financial problems and be 
provided when consumers need it.  
 
Financial education is a means to improving financial knowledge, skills and attitude 
of consumers and may ultimately change consumers’ financial behaviour.  As 
consumer with higher levels of financial literacy may make greater use of financial 
products or services (financial inclusion) and behave positively regarding savings, 
debt and spending (financial behaviour), it is important  to investigate these concepts 
further.  Thus, Chapter 3 provides a literature review of financial inclusion and 
financial behaviour. 
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CHAPTER 3 
FINANCIAL INCLUSION AND FINANCIAL BEHAVIOUR  
 
3.1     INTRODUCTION  
Chapter 2 presented a literature review of financial literacy and financial education. It 
also explained concepts of the financial market and the components of financial 
literacy. Additionally, financial education and the importance of financial education in 
improving consumers’ financial literacy levels were also discussed. To further give 
effect to the study’s secondary objectives, this chapter will provide an in-depth 
discussion of financial inclusion and financial behaviour. 
 
This chapter will explain the meaning of financial inclusion and the importance of 
financial inclusion. Furthermore, the components of financial inclusion, namely 
accessibility, affordability, usage and quality of financial products will be discussed. 
Additionally, microfinance institutions and financial products available to low income 
communities will be elaborated on. This chapter also discusses financial innovation in 
the financial market and financial behaviour. More specifically, how consumers make 
financial decisions and the financial behaviour of consumers concerning borrowing, 
saving and spending will be clarified.  
 
3.2    DEFINING FINANCIAL INCLUSION 
Consumers may be divided into two groups, which are consumers that are financially 
excluded and consumers that are financially included.  Financial inclusion refers to 
consumers who have access to financial products or services in a formal manner 
while, financial exclusion refers to consumers who do not have access to formal 
financial products or services.  Consumers that are financially included may choose 
to use banking institutions and/or other financial institutions. (FinMark Trust 2012b:5).  
Financial inclusion refers to the access, affordability and usage of a range of financial 
products or services provided to consumers. (Coovadia 2012:1). In addition, these 
financial products or services must meet consumers’ needs (Helms 2006:17).  
Financial inclusion ensures that consumers have access to financial products or 
services and are encouraged to use those financial products or services to improve 
their financial behaviour. (The Banking Association South Africa 2011:1; National 
Treasury 2011:58; Tamaki 2011:3). Financial inclusion also refers to a process of 
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providing financial products or services to consumers in an affordable, convenient 
and simple manner (The Banking Association South Africa (n.d.)). In this study, 
financial inclusion refers to a situation in which consumers have access to, can afford 
and regularly use financial products and their financial needs are met. 
 
3.3    IMPORTANCE OF FINANCIAL INCLUSION 
Access to financial products or services enables poor consumers to improve their 
lives (The Banking Association South Africa (n.d.)). According to The Banking 
Association South Africa (n.d.) consumers with high levels of financial literacy will be 
able to benefit from financial products as they are able to access the types of 
financial products which meet their needs. Culperer (2012:xiv) concurs that access to 
finances is important to improve the lives of low income communities. For 
communities to have access to better education and health facilities, they must first 
have access to financial products or services. This means that access to credit 
facilities for consumers increases the number of products they can purchase. 
Therefore, access to finance can be considered the means to achieve personal goals 
of consumers. (Culperer 2012:xiv). 
 
Financial inclusion is a way of transforming the lives of the poor (Gordhan (n.d.):2). 
Financial inclusion transforms lives by ensuring that consumers have access to bank 
institutions, savings accounts and credit facilities to improve their standards of living 
(Gordon (n.d.):3). Financial inclusion is important as it provides a pool of savings for 
many consumers and increases the credit facilities of banking institutions. (Khan 
2012:1). Financial inclusion provides a platform for consumers to perform 
transactions and exchange payments for products or services as well as provides 
access to credit and insurance facilities for poor consumers. (National Treasury 
2012:5).  
 
Poor education and financial vulnerability affect most consumers in Africa and results 
in consumers not being financially included in the financial market (Messy & 
Monticone 2012:1).  In South Africa,  60% of the people above the age of 20 do not 
possess a matriculation  (Grade 12)  qualification and 50% of people below the age 
of 25 are unemployed (Lings 2012).  Consumers who are not financially included rely 
on their family, friends and employers for borrowing money (Messy & Monticone 
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2012:11). As a result 67% of South African consumers do not save and 5% of South 
African consumers save at home which means that they do not use a bank account 
or other financial instruments (FinMark Trust 2012a:9). This is a concern, as Gordhan 
(2012:3) states that financial inclusion is important for financial stability and the 
sustainability of the economy, because the majority of the population must be served 
to be able to participate in the formal economy.  
 
3.4   FACTORS INFLUENCING FINANCIAL INCLUSION 
Considering the above discussion, it is evident that consumers are financially 
included when they have access to, and can afford and use quality financial products 
or services. 
 
Figure 3.1 illustrates the components of financial inclusion, namely accessibility, 
affordability, usage and quality of financial products.  
 
FIGURE 3.1: COMPONENTS OF FINANCIAL INCLUSION 
 
Sources: Researcher’s own construct 
 
Figure 3.1 illustrates that consumers are financially included when they have access 
to and can afford financial products or services. Furthermore, consumers are 
considered financially included when they use the financial products or services and 
the quality of financial products or services meets their needs.   
 
According to Ismail, Kleyn and Ansell (2012:160) accessibility refers to friendlier and 
less intimidating financial experiences for consumers.  To ensure that consumers are 
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financially included, financial institutions must be located in areas that are convenient 
for consumers, such as shopping malls. Melzer (2007:50) states that consumers 
should have physical access to financial institutions.  According to FinMark Trust 
(2007) physical access relates to the distance to and from the service points for 
making cash deposits and withdrawals. Some locations require that non-branch 
infrastructures should be used where banking institutions may partner with retail 
businesses to offer financial products or services (Melzer 2007:14). Napier 
(2010:147) postulates that poor consumers walk many kilometres to access banking 
institutions and the transport cost of travelling is often high. Consumers must also 
have access to financial advice, whether in call centres, through advertisements or 
physical access (Napier 2010:147). There are numerous barriers to access financial 
products or services. Firstly, financial institutions may stipulate certain criteria that 
consumers must meet to have access to the financial products such as a minimum 
age or minimum income level. Secondly, access may be limited by consumers’ 
inability to reach the services point because of distance. Consumers must also be 
made aware of the financial products or services before they can have access to and 
use financial products or services. (Melzer 2007:6). Masigo (2006) explains that the 
inability to reach formal financial products or services may lead to consumers using 
informal financial products or services, and thus being financially excluded. 
 
Affordability refers to financial products or services that are provided at affordable 
prices to consumers. Therefore, the total cost incurred by consumers in obtaining 
financial products or services should be affordable (The Banking Association South 
Africa (n.d.)).  Ismail et al. (2012:160) states that financial products or services 
should be offered at reasonable prices to consumers.  According to Croft, Norton, 
Dougan, Gilliland and Donnelly (2008:128) the price refers to the total cost incurred 
by the consumers in obtaining financial products or services. This means that prices 
also include amounts that are invested into the financial products which may require 
monthly contributions.  (Melzer 2007:6).  Ismail et al. (2012:160) says that Capitec 
bank started off with limited financial products or services that were offered at lower 
transactional costs.   
 
Usage refers to how regularly consumers use financial products or services.  Usage 
is an appropriate measure of financial inclusion as not all consumers that have 
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access to financial products use them (The World Bank 2012:17; Coovadia 2012). 
The Banking Association South Africa (n.d.) reveals that consumers must have 
access to and use financial products to be able to take advantage of the benefits of 
financial products or services.  Usage and access are different as consumers may be 
voluntarily excluded from financial products because they lack interest in financial 
products or services and they do not understand the benefits of financial products or 
services. (Kumar 2005:6-7). Consumers may also be involuntarily excluded from 
financial products or services because of ineligibility such as having a bad credit 
record when applying for credit (Kumar 2005:6-7). Consumers must also assess 
whether the financial products or services meet their needs.  
 
The quality of financial products refers to the degree to which financial products or 
services meet consumers’ needs. This means that financial institutions should ensure 
they offer a range of financial products or services and also that consumers are 
aware of and understand the features of financial products or services. (Coovadia 
2012:1). The Banking Association South Africa (n.d.) states that to facilitate 
consumers’ ability to benefit from financial products or services they should have a 
number of financial products or services available to them. These financial products 
or services must meet their financial needs and financial institutions must be 
transparent for consumers to understand the benefits of financial products or 
services (The Word Bank 2012:1; Melzer 2007:6). Rojas (2012) states that low 
income communities must have access to different types of financial products.  This 
means that poor consumers have different needs and should have access to a 
different range of financial products such as credit cards, savings accounts, payment 
services and insurance services. (WSBI 2010:4). 
 
Figure 3.1 illustrates how financial inclusion can be measured on the basis of the 
components of financial inclusion.  
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FIGURE 3.2:  ACCESS FRONTIER 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Adapted from Porteous (2005:5) 
 
Figure 3.2 represents the access frontier, which categorises consumers in four 
groups, namely, frontier 1, frontier 2, frontier 3 and frontier 4. Frontier 1, are 
consumers that are beyond the reach of the financial market because of affordability 
or access to the financial products or services. Frontier 2 refers to the consumers 
that do not have access to financial products or services but can be reached in the 
future. Frontier 3 refers to the consumers that have access, can afford, but do not 
use the products or services as they do not meet the consumers’ financial needs. 
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The last frontier, namely, frontier 4, refers to the consumers that are totally included 
in the financial market. These consumers have access to, can afford and use the 
financial products or services as they meet their financial needs.  Furthermore, the 
consumers that are grouped in the four frontiers have different financial needs and 
thus need access to a variety of financial products or services.  
 
Figure 3.3 illustrates the different financial needs of consumers and the need for 
different financial products and services. 
 
FIGURE 3.3: FINANCIAL NEEDS OF CONSUMERS  
   
  
 
 
Source: Adapted from Helms (2006:22) 
 
Figure 3.3 points out that low income consumers have different financial needs that 
require different types of financial products or services to be able to meet their needs.  
According to Ennew and Waite (2007:189) consumers’ financial needs may be 
categorised as follows: 
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 The need to transfer cash and make payments (having access to an automated 
teller machine (ATM))  
 The need to earn a positive return on investments (having a savings account) 
 The need to access cash in advance or to defer payment on a product (having 
access to a loan) 
 The need to manage risks (purchasing insurance and a pension fund)  
 The need for professional financial advice (consulting a financial advisor) 
 
Microfinance institutions also aim to provide financial products and services to the 
low income consumers.  
 
3.5    FINANCIAL SERVICES PROVIDED TO  LOW INCOME COMMUNITIES 
Microfinance institutions are part of the financial market which is dedicated to 
providing financial services to low income consumers. (The Bank Association South 
Africa (n.d.):1). This section will address microfinance institutions and financial 
products or services available for low income consumers.   
 
3.5.1 MICROFINANCE INSTITUTIONS 
Microfinance institutions provide low income communities with financial products 
such as savings, loans, payment services and insurance products.  (Van Zyl et al.  
2009:93; Van Wyk et al. 2012:84). According to Helms (2006:123) microfinance 
institutions provide financial products to low income communities and these products 
include rural finance and agricultural finance. Rural finance refers to financial 
products or services provided to consumers living in rural areas and agricultural 
finance refers to financial products that finances agricultural activities such as loans 
for farming (Helms 2006:123). Low income consumers also require financial products 
for housing, health and household consumption (The Banking Association South 
Africa 2011:1). Therefore, microfinance institutions provide a way of penetrating the 
formal banking systems and of reaching consumers that are unbanked. Microfinance 
institutions are also a way of ensuring that poor consumers are not abused by 
informal financial service providers.  (Khan 2012:6). Microfinance institutions assist 
poor consumers to have access to credit, insurance, saving facilities and remittance 
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services (MicroSave (n.d.):2). These financial products are known as micro-
insurance, micro-lending, micro-savings and transfer services.  
 
Micro-insurance is the provision of insurance to low-income consumers and these 
insurance policies range from health, life, funeral to disability policies. Micro-
insurance are usually linked to community based organisations such as churches 
and friendly societies that can act as insurance providers. (Van Zyl et al. 2009:93, 
Van Wyk et al. 2012:85). Poor consumers should have insurance against events 
such as death of family members, illness and loss of an asset resulting from theft. 
According to National Treasury (2011:67) insurance companies must provide 
insurance policies to low income communities and provide different kinds of 
insurance policies that reflect the needs of the low income communities. The 
insurance products provided to consumers must meet the needs of poor consumers. 
(Helms 2006:27). Calvin and Coetzee (2009:5) explain that the most popular 
insurance among the low income communities is the funeral insurance. Napier 
(2010:158) contains that PEP has partnered with Hollard Insurance to launch a range 
of insurance policies that are sold in the form of mobile phone starter packs.   
 
Micro-lending refers to institutions that provide credit to consumers without any 
collateral (Van Zyl et al. 2009:93; Van Wyk et al. 2012:85).  Poor consumers usually 
do not have collateral and thus are excluded from formal credit providers. This 
means that microfinance institutions must use other forms of collateral such as 
animals. These loans are used by consumers to improve their property and to have 
sufficient income during an emergency (Helms 2006:24).  According to Cooperative 
for Assistance and Relief Everywhere (CARE) (2009:10), poor consumers usually 
need cash for emergencies such as illness, funerals, weddings and school fees.  Low 
income consumers usually borrow cash from family members but also from micro-
lending institutions. These institutions usually charge higher interest on their loans. 
(CARE 2009:11). The Human Science Research Council (2002:104) explains that 
furniture and retail stores also offer credit to low income communities. Another form 
of loan offered to consumers is housing microfinance which offers loans for housing 
activities to low income communities. These loans relate to buying land, improving 
services, renovating and maintaining a property, and are usually unsecured loans 
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granted to consumers. They usually range from R800 to R10 000 but can be a 
maximum of R50 000 (Gardner 2008:9).  
 
Micro-saving provides a deposit facility for poor consumers. Consumers can save 
cash for unexpected expenses and plan for future events. (Van Zyl et al. 2009:93, 
Van Wyk et al. 2012:85). According to Helms (2006:24) saving facilities are a crucial 
need for poor and unbanked consumers. Poor consumers want saving facilities that 
are secure, convenient and allow for small financial transactions and deposits. 
(Helms 2006:24). The problem with poor consumers being financially excluded from 
a saving facility is that consumers are obligated or tend to use informal savings 
techniques such as keeping cash under their mattresses, joining savings clubs and 
giving cash to relatives for safe-keeping. (Helms 2006:25). Low income consumers 
may use several financial products for savings, namely formal financial products and 
informal financial products (Melzer 2007:31). Low income consumers should have 
formal financial products available to them, namely bank accounts and saving 
products.  Low income consumers may also use informal financial products such as 
stokvels and money guards to save their income. (Melzer 2007:34). 
 
Cash transfer provision relates to the facility of transfering cash to family members in 
other geographical areas or to make a payment to other parties or family members 
(Helms 2006:27).  According to FinMark Trust (2011:7), international and national 
cash transfers have a significant role in the lives of low income communities because 
it allows cash to reach family members in other geographical areas.  Microfinance 
institutions must develop ways that are convenient and make use of regulations that 
can manage cash transfer risks. Mobile banking is another way of transferring cash 
in low income markets to different geographical areas. (National Treasury 2011:71).  
FinMark Trust (2011:8) states that for migrant workers transferring cash may be a 
challenge, as opening a bank account and sending cash is complex on account of  
various legislation rules. The First National Bank (FNB) eWallet allows consumers to 
transfer cash to family members without having a bank account. The cash is 
transferred instantly and allows the recipient to purchase airtime, send e-money to 
another person or redeem the cash from a FNB ATM. (FinMark Trust 2011:8). 
Furthermore, foreigners must have facilities available through which they can transfer 
cash to their home countries. (National Treasury 2011:71).   
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Poor consumers may use microfinance institutions and/or other informal financial 
institutions to manage their income.  
 
3.5.2 INFORMAL FINANCIAL PRODUCTS: STOKVELS 
Informal saving may be a way of encouraging consumers to save (Lewis & Messy 
2012:29).  Loansharks and stokvels are informal financial products used by poor 
consumers. ‘Loansharks’ are informal lenders of cash to consumers and they operate 
outside the formal sector. When low income communities do not have access to 
financial products in the financial market, they use ‘loansharks’ who offer low income 
communities short-term loans for the duration of one month. These ‘loansharks’ 
usually charge consumers an interest rate of 50% or more on the amount borrowed.  
(The Human Sciences Research Council 2002:109). Consumers usually use friends 
or family or other people in the community who offer loans (Helms 2006:38). Swart 
(2012:86) states that consumers may receive financial assistance from family and 
friends. The advantages of these informal financial products or services are that they 
are simple to use and are available at locations that are convenient to consumers 
(Helms 2006:38).  
 
In contrast, stokvels are savings groups that are usually formed by people who make 
regular contributions or pool their resources to have a common fund that  usually 
pays back members a part or whole of the amounts contributed (National Treasury 
2011:65). The group usually draws out the cash for a specific purpose (Van Wyk et 
al. 2012:86). Stokvels seldom have written agreements about how they are managed 
and members usually contribute to gain access to credit and savings facilities of 
banking institutions. The Human Science Research Council (2002:111) reports that 
stokvels saving are usually saved with commercial banks or the Post Bank. The 
number of stokvels available includes traditional stokvels, burial societies and 
investment stokvels.  Traditional stokvels are saving clubs and distribute the cash on 
a mutually agreed basis. The different traditional stokvels include women stokvels 
that pool women’s cash to purchase groceries or they organise an event such as a 
party, where liquor and food will be sold. In contrast, burial societies assist members 
with funeral arrangements and encourage members to save income on a monthly 
basis in order to have cash when death occurs (Calvin & Coetzee 2009:5), while 
investment stokvels pool cash from members to invest in the security market. These 
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members are usually educated and can make huge contributions towards the fund. 
The funds accumulated can also be used as a credit facility for members. (National 
Treasury 2011:65).  
 
3.5.3 FORMAL FINANCIAL PRODUCTS   
This section will discuss formal financial products or services that are available to 
poor consumers. This includes cooperatives and financial products offered by 
banking institutions.  
 
A cooperative is an independent association of groups of people united voluntary to 
meet common goals such as the financial needs of the groups. A cooperative is 
jointly owned by the members. Saving and credit cooperatives are also known as 
credit unions. They pool savings from their members and in turn provide a credit 
facility to members.  Credit unions are known as Saving and Credit Co-operatives 
(SACCO) in South Africa and register with Savings and Credit Co-operative League 
of South Africa (SACCOL). The members of a SACCO have a relationship such as 
being employed by the same employer, attending the same church and/or living in 
the same community. The members save cash together and borrow cash with 
reasonable interest rates. The members are owners and decide how to divide the 
profits among themselves.  (SACCO (n.d.); The Human Science Research Council 
2002:101). 
 
Stokvels are different from a SACCO, but they are allowed to join a SACCO. Wits 
Business School (2009:9) concurs that stokvels are different from a SACCO, as a 
SACCO is a legal entity and enjoys support from government and stokvels are not. 
Both stokvels and SACCOs pool cash from their members and provide a loan facility 
to their members. (Wits Business School 2009:10). The SACCO encourages its 
members to take responsibility for their own finances and the members retain all 
profits made.  The members decide what interest to charge on loans and what 
interest to pay on cash saved. (SACCO (n.d.)).  
 
A bank account makes it possible for consumers to receive salaries and to have 
access to other financial products or services.  This means that consumers will have 
access to insurance products, collective investment schemes and shares.  (Van Zyl 
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et al. 2009:87). Unbank (former TEBA bank) and Capitec bank provides financial 
products to low-income consumers.  Additionally, the four major banking institutions 
namely, ABSA, FirstRand, Nedbank and Standard bank also offers poor consumers 
a Mzansi account. (Cohen et al. 2006:21). The Mzansi account is an affordable bank 
account offered to the unbanked consumers in South Africa. The Mzansi bank 
account is one of the initiatives provided by government to promote financial 
inclusion in South Africa (National Treasury 2011:7). Postbank also ensures that low 
income communities are financially included. Postbank provides financial products to 
the low income community and consumers living in rural areas. (Van Wyk et al. 
2012:105). Furthermore, poor consumers have access to financial products or 
services through technology.  
 
3.6    FINANCIAL INNOVATION AND FINANCIAL INCLUSION  
Financial innovation is the creation of new financial products, technologies, 
institutions, processes, business models and the use of existing ideas in a different 
target market. Financial innovation may be able to reduce the cost of financial 
products to consumers. (Wyman 2012:16). Culperer (2012:xiv) states that technology 
has made it easier and less costly to provide financial products or services to low 
income communities. Financial innovation is beneficial to poor consumers when it is 
user friendly and less risky for consumers. (Helms 2003:116). 
 
WSBI (2010:2) states that financial inclusion requires the renewal of financial 
services such as branchless financial services and partnering with retail businesses 
to provide financial services to poor consumers. (WSBI 2010:2). According to Napier 
(2010:110) this is known as linkage banking, where banking institutions partner with 
other businesses to provide financial products to low income communities. Financial 
innovation can offer opportunities to reach rural communities through mobile banking. 
(WSBI 2010:2).  Helms (2003:118) highlight the concern that consumers that are 
uneducated may not trust the innovation in the financial market. This means that 
financial education is important for financial inclusion.  
 
Mobile banking or m-banking refers to financial services delivered through the use of 
a mobile phone. Mobile banking allows consumers to deposit amounts through the 
use of the mobile phone, and transfer amounts stored on their phones to other 
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mobile phones. Staurt and Cohen (2012:13) states that mobile banking is about 
sending cash from and to mobile phones. Furthermore, it allows consumers to 
transfer the amount on the phone into cash that consumers can use. (Khan 2012:8; 
Lawack 2013:319). According to Napier (2010:186) m-banking refers to a range of 
financial services that can be accessed from a mobile phone: 
 
 M-commerce refers to the payment of products that are deducted from airtime on 
the mobile phone 
 M-payments allows consumers to make certain transactions and payments from 
the mobile phone  
 M-banking refers to access to a bank account and being able to access most 
banking services from a mobile phone 
 
In a study by World Wide Worx (2012) the most popular mobile phone banking 
activities among FNB consumers was to purchase airtime and only 15% of the 
consumers used their mobile phone to make payments. Furthermore, consumers in 
rural areas depend on their mobile phones more than consumers in urban areas. 
(World Wide Worx 2012). These mobile phones are used to provide financial 
products or services to the financially excluded consumers.  According to Lewis and 
Messy (2012:17) mobile banking allows poor consumers access to banking services.   
 
According to the National Treasury (2011:63) some of the innovative ways used in 
South Africa to deliver financial products or services to the poor includes the 
following: 
 
 Retail money transfers, where consumers can transfer cash on a consumer to 
consumer basis in retail stores 
 Cash payback at Point of Sale, where consumers are allowed to receive cash 
back when they are doing their shopping  
 Mini-ATM, similar to a normal ATM but the machine issues a slip of the cash 
withdrawn by the customer that can be taken to the store owner to exchange for 
cash (Napier 2010:148) 
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Financial inclusion, namely access to, affordability, usage and quality of financial 
products leads to certain financial behaviours.  
 
3.7    FINANCIAL BEHAVIOUR  
Consumers’ personalities and preferences will determine how they deal with their 
cash. Consumers will differ in their personality in that some consumers will be 
conservative while others will be optimistic about managing cash. (Swart 2012:25). 
Some consumers may not be rational in their financial decisions as they might prefer 
instant gratification rather than saving their cash for a later stage. (Lewis & Messy 
2012:15). Consumers who have had earlier experiences with cash tend to display 
effective financial behaviour (Sabri & MacDonald 2010:107). Financial education 
should change the financial behaviour of consumers and therefore should focus on 
consumers’ financial knowledge, attitude and skills (Mundy 2011:11). However, it 
should be noted that financial behaviour may be difficult to change as it may be 
shaped by external factors such as food prices and the interest rates in the financial 
market (Gray, Sebstad, Cohen & Stack 2009:2).  
 
A study by Clark (2005:2-3) revealed that financial education can positively impact 
financial behaviour. In the said study, students responded positively to financial 
education by saving on a regular basis, reconciling their bank accounts and tracking 
the repayment of their loans. Collis (2010:15) explains that financial education 
impacts financial behaviours positively and may motivate consumers to save more 
income and improve their credit ratings. This means that consumers that have a 
greater knowledge of personal finance tend to engage in effective financial behaviour 
(Sabri & MacDonald 2010:107). Consumers’ financial behaviour is influenced by 
consumer’s psychological influences, financial needs and money personalities. 
Consumers are motivated by their needs and want to make appropriate financial 
decisions. (Botha et al. 2012:126-127).  
 
Hearth et al. (2006:193) indicated that it is important for consumers to be able to 
separate their needs from their wants. A need is something that is a necessity for 
consumers while a ‘want’ is something that can be considered not essential for 
consumers to have. Consumers must separate needs and wants when purchasing 
products. (Hearth et al. 2006:194). Walker (2012:1) highlights that consumers’ 
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spending, savings, borrowing and investing are based on their values and goals.  
This requires consumers at all times to balance their wants and needs with their 
income while targeting their long-term financial goals. Therefore, the way consumers 
use their cash will reflect their values and whether they consider cash to be tied to 
status, power and security (Walker 2012:2).  Walker (2012:2) suggested that values 
are those matters that consumers consider important to their life. Furthermore, linking 
consumers’ values to their financial goals assists them in making appropriate 
financial decisions and in keeping within their budget. (Walker 2012:3).    
 
3.7.1 FINANCIAL DECISIONS 
Consumers make financial decisions about many financial products. It is therefore, 
important that they are able to identify financial products in order to choose those that 
meet their financial needs. (Hearth et al. 2006:7). According to Botha et al. (2012:2), 
consumers should also be aware that their financial decisions will impact on other 
areas of their lives. Swart (2007:1) highlights that these areas include consumers not 
having sufficient cash at retirement and not being able to support their families 
financially. According to Bajtelsmit and Rasteli (2008:13) to make effective financial 
decisions, the assumptions that consumers make must be correct. They must also be 
willing to make sacrifices to achieve their financial goals.   
 
Makwakwa (2013:10) postulates that consumers’ financial decisions are also 
influenced by emotions such anger, pride, regret and joy.  When they make financial 
decisions, consumers consider social influences such as listening to parents and 
friends on how to make them. Thus consumers usually learn from parents and 
friends about how to make financial decisions (Makwakwa 2013:10). Financial 
decisions are also dependent on the context in which they are made. For example, 
financial decisions in a household context relates to income and expenses of running 
a household including purchasing groceries, keeping record of household spending, 
making plans for household events and budgeting. However, financial decisions 
made in an individual context relate to financial products that are important to the 
individual. This includes opening a bank account, purchasing products such as 
clothing and dealing with credit cards and insurance. (PISA 2012:28).  
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Figure 3.4 illustrates the process followed by consumers when making financial 
decisions.  
 
FIGURE 3.4: CONSUMERS’ DECISION-MAKING PROCESS 
 
Source: Adapted from Hearth et al. (2006:193) 
 
Hearth et al. (2006:192) states that this process starts with consumers defining their 
financial goals. Ennew and Waite (2007:129) believe that consumers make financial 
decisions when they recognise a financial need and are motivated by it to fulfil it.   
This is done by consumers’ search for the relevant information on how to fulfil the 
financial need; this may include information from their past experiences or from 
external sources (Ennew & Waite 2007:129). These external sources may be friends, 
family members or business representatives that inform them about financial 
products or services they require (Hearth et al. 2006:192). On the basis of the 
information received, consumers will evaluate financial products or services that fit 
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decisions on which financial products or services to purchase. Depending on whether 
consumers are satisfied with the financial products or services, they will purchase the 
products or services again and inform their friends about it. (Hearth et al. 2006:192; 
Ennew & Waite 2007:129).   
 
To summarise, consumers usually consider the following factors when purchasing 
financial products or services:  
 Their financial needs and goals 
 Financial information to fulfil a financial need or goal 
 Evaluating  different financial products or services 
 Making  financial decisions to purchase financial products  
 Evaluating financial decisions (Botha et al. 2012:125) 
 
For the purpose of this study, financial behaviour relates to consumers’ borrowing 
behaviour, savings behaviour and spending behaviour. 
 
Figure 3.5 illustrates the components of financial behaviour, namely borrowing, 
savings and spending behaviour, as consumers can only borrow, save or spend their 
income.    
 
FIGURE 3.5: COMPONENTS OF FINANCIAL BEHAVIOUR 
  
 
 
Sources: Researcher’s own construct 
 
Figure 3.5 illustrates that consumers can either, borrow cash when they need it, save 
their cash or spend their cash on products or services.  
Financial 
behaviour 
Borrowing Savings Spending 
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3.7.2 BORROWING BEHAVIOUR  
According to Cohen et al. (2006:17) consumers tend to struggle with debt 
management.  Consumers borrow from multiple financial institutions and struggle to 
keep up with the repayments of the loans.  According to FSA (2005:27) consumers 
feel like they are being tempted to borrow more cash, especially through direct 
marketing and financial institutions that are willing to extend their credit limits.  
Consumers do not expect to be debt free and consider debt as part of their lives. 
(Cohen et al. 2006:17). According to FinMark Trust (2009a) it is important to 
understand consumers’ attitude towards credit and their borrowing patterns. In 
contrast, some consumers are debt averse as they tend to be cautious about 
borrowing cash because they believe that debt should be avoided as far as possible. 
Consumers are also exposed to the risk of using informal debt from family, 
employers, ‘loan sharks’, savings clubs and local spaza shops. Furthermore, 
consumers may also have access to formal debt from microfinance institutions, retail 
stores, and may use credit cards, mortgage bonds, motor vehicle financing and 
overdraft facilities. (FinMark Trust 2009a). Hearth et al. (2006:127) mention that 
consumers may have access to credit from the following sources: retailers, insurance 
companies, family and friends and pawnbrokers. Most consumers borrow cash 
because they are driven by the need for food, clothing, furniture, and payment of 
school fees, water and electricity and having cash to build a home. (FinMark Trust 
2009a). Mashigo (2006) suggests that it is important for consumers to be alerted to 
the risks of taking debt and the multiple uptakes of debts from different or the same 
institutions which often result in consumers being unable to service their debt, and 
being in arrears with their repayments (Mashigo 2006).  
 
3.7.3 SAVINGS BEHAVIOUR  
One’s financial behaviour is also displayed through one’s savings behaviour. Low 
income consumers may not have the ability to save because they do not have 
sufficient income to save in spite of their willingness to save. To save their income, 
low income consumers may use a variety of financial products and services such as 
fixed deposits, retirement fund vehicles, informal products such as stokvels and 
saving at their household.  Motivation for savings includes spending, saving for 
retirement and spending large amounts to purchasing luxury products. (Melzer 
2007:31). FSA (2005:29) maintains that planning is invariably linked to savings 
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behaviour, as consumers that plan their income usually have income available for 
saving. Consumers that have stable savings behaviour are less likely to experience 
financial problems (Sabri & MacDonald 2010:108).  According to Delafrooz and Paim 
(2011:226) having high levels of financial literacy and appropriate financial skills 
contribute significantly to one’s savings behaviour. Nene (2009:3) observes that low 
levels of financial literacy may be a barrier to savings behaviour. 
 
Consumers with higher levels of financial literacy tend to have low levels of financial 
problems and higher levels of saving (Delafrooz & Paim 2011:226). According to 
Sabri and MacDonald (2010:108) financial literacy is positively associated with 
savings behaviour. Melzer (2007:96) states that the willingness to save is associated 
with the education levels and financial literacy levels of consumers. 
 
 According to Stuart and Cohen (2012:1) financial institutions must be aware of the 
amount of cash that poor consumers can save and the duration for which their cash 
can be saved. Stuart and Cohen (2012:7) argues that the amount of income earned 
by consumers determine the amount of cash they are willing to save, for how long 
they may save, what they save it for and how they save their cash. Furthermore, 
consumers save their cash to manage their cash flows and to manage for financial 
emergencies (Straut & Cohen 2012:7). Tamaki (2011:4) states that the need for a 
savings culture is now more important in South Africa than in the previous years.   
 
3.7.4 SPENDING BEHAVIOUR  
Poor financial behaviour includes consumers spending too much on products, over 
using credit, running out of cash, having no savings for emergencies and being 
unable to repay their instalments on debt (Garman et al. 1996:159).  Therefore, one’s 
financial behaviour is formed by one’s spending habits. Struwig et al. (2013:37) holds 
that women and men in South Africa have similar attitudes toward spending. 
However, younger and older consumers have different approaches to spending.  
Hearth et al. (2006:76) also indicates that consumers’ spending varies with age. 
Younger consumers tend to spend most of their income on household products, 
entertainment and transport. In contrast, older consumers tend to spend their income 
on healthcare and less on transportation. (Hearth et al. 2006:76). Struwig et al. 
(2013:37) states that older consumers are more responsible in their spending while 
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younger consumers are less concerned about their spending patterns. Hearth et al. 
(2006:76) suggests that consumers must determine their age, income levels, number 
of dependants and stage in their life cycle when determining their spending habits. 
Consumers must plan their expenses rather than incurring unnecessary debt. This 
means that consumers must spend cash within their financial means without relying 
too much on their credit cards and overdraft facilities (FANews 2013).   Grubman et 
al. (2011:1) explain that overspending is one of the greatest challenges facing 
consumers because these habits usually result in consumers using debt.   
 
Therefore for consumers to improve their financial behaviour, they must improve their 
borrowing behaviour, savings behaviour and spending behaviour. This means 
consumers must borrow less debt, save more of their income and spend less of their 
income on products and services.   
 
3.8    BLACK CONSUMERS  
South African consumers are getting poorer. They waste their cash on spending 
rather than saving it. It would be beneficial if South African consumers are compelled 
by legislation to save part of their income; as increasing the saving rate in South 
Africa could start with legislation making savings mandatory for consumers. This will 
force consumers to save so that a savings culture emerges. (Mashego 2013:3).  
FinMark Trust (2009a) explains that white and Indian consumers depend on formal 
credit providers while black and coloured consumers use both formal and informal 
credit providers. As mentioned before, the sources of credit in the informal market 
are social networks such as friends and family and are most prevalent among the 
black consumers. (FinMark Trust (2009a). Therefore, as indicated in the primary 
objective of this study, the focus of this study will be on the financial literacy, financial 
inclusion and financial behaviour of the black community.  
 
In South Africa wealth and the knowledge of formal financial products or services are 
strongly linked to race. Black consumers have low levels of knowledge regarding 
concepts such as bad debt, Pension Fund Act, National Credit Act, garnishee orders, 
interest rates capping and debt re-scheduling.  (FinMark Trust 2009b).  Black and 
coloured consumers are more likely to experience financial problems because their 
income often does not cover their living expenses. White consumers are also more 
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likely to be financially prepared for emergencies compared to black and coloured 
consumers (Struwig et al. 2013:34; Roberts & Struwig 2011:12). Black consumers 
are more likely to be dependent on social networks (family and friends) when they 
face financial problems (Roberts & Struwig 2011:15). They tend to rely on their family 
when they deal with financial decisions (Roberts et al. 2012:11).  Chiroro (2010:3) 
states that black consumers prefer group saving or saving societies to savings at 
banking institutions. Furthermore, black consumers are the most dissatisfied with 
their financial situations compared to other races (Roberts et al. 2012:xiii). Black 
consumers are less likely to report that they ‘enjoy’ dealing with financial issues 
(Roberts et al. 2012:15). Additionally, according to Roberts et al. (2012:17) black 
consumers (50%) are less likely to keep within their budget. Black consumers and 
coloured consumers are also less likely to report that they have a budget. They were 
also the less likely group to report that they share their financial decisions with their 
partners. (Struwig et al. 2013:13). The statistics provided here emphasise the reason 
for investigating financial literacy and behaviour among the black community.   
 
3.9    SUMMARY 
This chapter provided a literature review of financial inclusion and financial 
behaviour.  Consumers are financially included when they have access to financial 
products or services, are able to afford financial products or services, use financial 
products or services and are able to find quality financial products or services that 
meet their needs. This means that financial products must meet the different needs 
of consumers because poor consumers have different financial needs relating to 
savings, insurance, remittance and credit.   
 
Low income consumers have access to financial products or services through 
microfinance institutions and informal means. Microfinance institutions are institutions 
that provide financial products such as micro-insurance, micro-lending, money 
transfers and micro savings to low income consumers. Informal financial products 
include stokvels and ‘loansharks’. In contrast SACCO and other banking institutions 
are formal ways of providing savings and credit facilities to poor consumers; the 
Mzansi account for instance is a national bank account offered by banking institutions 
to poor consumers. Consumers may also use financial innovation to gain access to 
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financial services and products. These include mobile banking, retail cash transfers 
and cash payback.  
 
This chapter also addressed financial behaviour which relates to consumer behaviour 
in respect of borrowing behaviour, savings behaviour and spending behaviour. This 
chapter concluded by providing statistics on black consumers’ financial literacy, 
financial inclusion and financial behaviour. 
   
Chapter 4 will discuss the research methodology and how data on financial literacy, 
financial inclusion and financial behaviour will be collected from respondents in this 
study’s empirical investigation.  
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CHAPTER 4 
RESEARCH DESIGN AND METHODOLOGY  
 
4.1    INTRODUCTION  
The previous chapter provided a literature review on financial inclusion and financial 
behaviour. Therefore, chapters 2 and 3 concluded the literature review as specified in 
chapter 1. However, the secondary objectives in chapter 1 stated that an empirical 
investigation will be conducted. To achieve this objective, an empirical investigation 
will be conducted on financial literacy, financial inclusion and financial behaviour of 
the black community in the NMB. Therefore, this chapter will explain the research 
design and methodology adopted for this study namely, how the data will be 
collected and analysed for the study. 
 
This chapter will highlight the research paradigm and research methodology adopted 
for this study. This chapter will also delineate the methods used to collect the 
secondary and primary data as well as those that are used to identify the population 
and the sample of the study. Furthermore, the theoretical framework will also be 
discussed and how the hypotheses will be tested.  Lastly, the chapter will highlight 
how the primary data will be analysed for this study.   
 
4.2    RESEARCH PARADIGM AND METHOD   
The purpose of a research design is to determine the research paradigm of the study 
which indicates how a study should be conducted and what underpinning 
philosophies and assumptions will be used in the study (Collis & Hussey 2009:11). 
According to Guba and Lincoln (1994:107) a research paradigm is based on the 
researchers’ beliefs about reality and determines how researchers view the nature of 
the world.   
 
Researchers usually distinguish between two paradigms, namely the positivistic and 
phenomenological paradigms (Welman, Kruger & Mitchell 2005:6-7; Gray 2009:23). 
The positivistic paradigm results from natural science and is based on the belief that 
reality is separate from researchers. (Collis & Hussey 2009:56; Gray 2009:18). In 
contrast, the phenomenological paradigm is based on the belief that reality is not 
independent but is subjective as it is shaped by the perceptions of researchers and 
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respondents. This means that the researchers interact with the object being 
researched. The positivistic paradigm focuses on measuring the object while the 
phenomenological paradigm focuses on exploring and understanding how the reality 
can be interpreted from the respondents’ perspectives (Collis & Hussey 2009:57; 
Gray 2009:21).  
 
Both the positivistic and phenomenological paradigms are based on numerous 
assumptions, namely ontological, epistemological, axiological, rhetorical and 
methodological assumptions (Collis & Hussey 2009:56). An ontological assumption 
relates to the nature of the reality such as what reality actually is (Bryman & Bell 
2011:20). An epistemological assumption relates to the relationship between 
researchers and the object being researched. A rhetorical assumption guides 
researchers on the language that may be used in the study, a while methodological 
assumption relates to the process of investigating the data. (Collis & Hussey 
2009:58; Guba & Lincoln 1994:108). When a positivistic paradigm is chosen, it 
implies that researchers assume that reality is independent.  Furthermore, positivistic 
researchers usually choose a quantitative research approach (Collis & Hussey 
2009:57). Creswell (2010:16) concurs that the quantitative research approach is 
linked with the positivistic paradigm while the qualitative research approach is linked 
with the phenomenological paradigm. Blaikie (2003:17) explains that the positivistic 
paradigm generates data that are mainly quantitative while the phenomenological 
paradigm generates data that are mainly qualitative. This study will adopt a 
positivistic paradigm and thus a quantitative research approach will be followed as 
necessitated by the nature of the study. This study will collect primary data from a 
large sample by using close ended questions to collect numerical data. Numerical 
data will be collected to gather a large number of perceptions about KSA’s and to test 
the hypotheses for this study.  
 
According to Blaikie (2003:20) data are produced in two main forms, namely, 
numbers and words. This distinction is usually referred to as qualitative and 
quantitative research approaches. Babbie (2010:23) states that the difference 
between qualitative and quantitative research approaches is that the qualitative 
research approach produces no numerical data while the quantitative research 
approach produces numerical data. Furthermore, the qualitative research approach 
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ensures a way of providing data without depending on numerical measuring 
instruments, while a quantitative approach addresses the objectives of the study by 
using a numerical measuring instrument. (Punch 2003:3; Zikmund et al. 2010:134). 
Creswell (2010:4) explains that the qualitative research approach aims to understand 
the respondents’ perceptions. In contrast, the quantitative research approach is 
about examining relationships between variables, and deriving data that can be 
analysed using statistics (Creswell 2010:4).  
 
According to Collis and Hussey (2009:57) the quantitative research approach mainly 
uses close-ended questions which allow respondents to choose from predetermined 
alternatives, while the qualitative research approach uses open ended questions. 
Open-ended questions allow respondents to provide their own answers to questions, 
while close-ended questions allow respondents only to choose from a list of answers 
which are provided (Welman et al. 2005:174; Babbie 2010:256). Close-ended 
questions take less time and are easier for respondents to answer (Zikmund et al. 
2010:340). According to Babbie (2010:257) close-ended questions should include all 
possible responses for that specific question. Gray (2009:352) points out that the 
advantages of using close-ended questions is that the respondents require less time 
to respond and these are useful for testing hypotheses. The nature of the study 
suggests that mainly close-ended questions should be used in order to make it easier 
to collect a vast amount of data from the respondents and to test the relationships 
highlighted by the theoretical framework. Therefore, a quantitative research approach 
will be adopted as it allows the researcher to test the hypotheses that are presented 
by the theoretical framework. The following section will address the research 
methods to be used for a quantitative study.   
 
4.3    DATA COLLECTION 
This study will make use of secondary data and primary data to answer the research 
questions. Secondary data refers to data that have been collected and published in 
previous studies. The sources of this data may include books, reports and 
information from already published sources. (Collis & Hussey 2009:23).  Welman et 
al. (2005:148) states that the secondary data may be collected by individuals, 
agencies and institutions other than the current researcher. Studies usually begin 
with the collection of secondary data and proceeds to primary data (Zikmund et al. 
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2010:161). Zikmund et al. (2010:161) and Blaikie (2003:18) explains that secondary 
data is usually easily available, faster and inexpensive to collect. In contrast, 
secondary data may be outdated and may not match the objectives of the current 
study.  
 
This study’s secondary data will be collected at the Nelson Mandela Metropolitan 
University library. The following databases will be utilised: Sabinet database; SAe 
Publications, EBSCO, MasterFile premier, Business Source premier, Academic 
Source priemier, SA Cat, ScienceDirect, Google scholar search. The secondary data 
will assist with the literature review relating to financial literacy, financial inclusion and 
financial behaviour and therefore additional research in financial magazines and 
newspapers will be done.     
 
In contrast, primary data refers to original data or data collected by the researcher for 
the first time (Collis & Hussey 2009:23; Wiid & Diggines 2013:34). Welman et al.  
(2005:149) explains that primary data is collected by researchers for the current 
study.  This means that primary data are obtained directly from the respondents of 
the current study (Currie 2005:90). This data, generated as a result of the researcher 
having direct contact with the respondents (Blaikie 2003:17), is used to answer 
research questions of this study.  For the purpose of this study, primary data on the 
financial literacy, financial inclusion and financial behaviour of black community 
should be collected during the study’s empirical investigation.  In order to collect 
primary data, decisions need to be made about the population and sampling 
techniques to reach the sample.   
 
4.3.1  SAMPLING DESIGN  
A population refers to the total group of people or objects that are under 
consideration for the current study. A population includes all the people or objects 
that researchers want to make specific conclusions and recommendations about. 
(Welman et al. 2005:53-55). A sample is a portion of the total group of people or 
objects that should be representative of the population. Therefore, the size of the 
sample should be related to the size of the population. (Collis & Hussey 2009:62). 
The sample must have the same properties as the population but be a smaller 
number (Welman et al. 2005:53-55).  According to Zikmund et al. (2010:391) the 
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population must be carefully defined to collect the primary data for the current study. 
In this study the population will be the black community in NMB.  To select a 
sample, decision must be made about the sampling techniques.   
 
There are two main sampling techniques namely, probability and non-probability 
sampling. Probability sampling requires that every member of the population to have 
an equal probability of being selected. The non-probability sampling technique refers 
to a member of the population having unknown probability of being selected. 
Probability sampling requires that a sampling frame be developed.  A sample frame 
refers to a list of members of the population. (Zikmund et al. 2010:391 & 395; 
Babbie 2010:209). Babbie (2010:192) explains that there are times when non-
probability sampling is appropriate because a list of members of the population does 
not exist or researchers are not able to develop a sample frame. In this study, non-
probability sampling techniques will be adopted because a sample frame does not 
exist for the black community in NMB.  
 
Convenient and snowball sampling will be used to reach the respondents. The 
respondents in the black community will be selected on the basis of availability and 
ease of access. Convenient sampling is dependent on the availability of 
respondents while snowball sampling depends on referrals from respondents to 
possibly reach other respondents. (Babbie 2010:192-193). Gray (2009:153) states 
that convenient sampling refers to respondents that participate in a study on a 
voluntary basis.  This study will use convenient sampling to collect the primary data 
from the respondents. Collis and Hussey (2009:212) explain that snowball sampling 
is about respondents knowing other respondents who would be suitable the study. 
For this study the sample will consist of low to medium income black consumers 
living in the NMB and the sample will be grouped on the basis of LSM groups and 
poverty lines.  
 
LSM groups are used to group consumers according to certain items and services 
that they have access to.  The LSM system is a wealth measure that is based on 
standard of living, rather than income alone. (Haupt 2012). Bishop (2012) posits that 
LSM groups have been developed to form categories based on the income levels of 
consumers.  Therefore, LSM group 1 = R 1493 monthly income, LSM group 2 = R 
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1732 monthly income, LSM group 3 =R 2052 monthly income, LSM group 4 = R 
2829, LSM group 5 = R 3832 monthly and LSM group 6 = R 6398 monthly income, 
LSM group 7 = R 10824 monthly income, LSM group 8 = R 14470 monthly income 
and LSM 9 to 10 refer to the top income groups (Bishop 2012). Furthermore, 
Statistics South Africa (2012a:11) considers consumers that earn R 305 per month 
(Food poverty line), R 416 per month (Lower-bound poverty line) and consumers 
earning R 577 (Upper-bound poverty line) to be poor consumers. Therefore, for the 
purpose of this study, low to medium income black consumers refer to consumers 
with monthly income levels from R1493 to R 10824 (LSM group 1-7), as these 
consumers’ financial literacy, financial inclusion and financial behaviour can be 
investigated. Once a sample is defined, considerations must be made about the 
sample size and responses rate.  
 
Table 4.1 indicates that the black community represents a major part of the NMB 
population. 
 
TABLE 4.1: NELSON MANDELA BAY POPULATION  
Population of Nelson Mandela Bay 1152 115 million  
Males in Nelson Mandela Bay  552994 (48%) 
Females in Nelson Mandela Bay  599120 (52%) 
Black community   541 850 (47%) 
Age (15-64) 789 212 (67%) 
Age (65+) 68633 (5. 96%) 
Source: Statistics South Africa (2012b:71, 74, 77 & 88).  
 
Table 4.1 shows the demographical data of the black community in NMB. It indicates 
that females and people between the ages of 15 and 64 are the majority in the black 
community. This means that the sample may have more male than female 
respondents, as well as more people between the ages of 15 and 65 years old. 
 
4.3.2 SAMPLE SIZE AND RESPONSE RATE  
According to Collis and Hussey (2009:210) the sample size must be large enough to 
be representative of the population. Therefore, researchers must determine the 
 84 
minimum size that would constitute a representative sample. Zikmund et al. 
(2010:395) states that a planned sample refers to respondents that are targeted for 
the study and the actual sample refers to the respondents that have completed the 
questionnaires (Zikmund et al. 2010:395). The overall response rate indicates 
whether a sample will be representative of the population or not (Collis & Hussey 
2009:210; Babbie 2010:272).  According to Punch (2003:42) the response rate refers 
to the selected respondents that completed the questionnaires.  Punch (2003:42) 
states that researchers should target at least a response rate of 60 percent, although 
a higher response rate is better.  Zikmund et al. (2010:433) states that as the sample 
size increase, the sample error reduces. However, the sample error reduces at a 
diminished rate as the sample size increases. This means that it is important to 
determine the optimal sample size. (Zikmund et al. 2010:433).  According to Wiid and 
Diggines (2013:238) for the sample size to test the reliability of the construct, the 
following guidelines may be used: 
 
 Levels (5-point scale) multiplied by the number of items measuring the concept.  
 The construct with the most number of items must be used to determine the 
sample size.  
 
In this study, financial behaviour has 16 items for which a five point scale will be 
used. This means that the minimum sample size must be 80 (5 x 16) to ensure 
reliability of the construct. The sample size will be a target of 400 respondents from 
the black community with a targeted response rate of 70%.  
 
Gray (2009:242) suggests that questions that might pose problems of non-responses 
must be identified during the piloting stage of the questionnaires which means that a 
pilot study must be conducted. This will be discussed later in the chapter. 
Furthermore, a decision needs to be made about the data collection method that will 
be adopted for this study. 
 
4.3.3 DATA COLLECTION METHODS  
In a quantitative research approach, the primary data can be collected through the 
use of observations, experiments and surveys. Primary data collection methods 
range from using the telephone, emails, surveys and personal interviews. (Wiid & 
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Diggines 2013:23). Babbie (2010:255) points out that a survey includes a 
questionnaire and is used to collect primary data. In fact the purpose of 
questionnaires is to collect primary data of a study (Collis & Hussey 2009:193; Wiid & 
Diggines 2013:110). According to Dorneyei and Taguchi (2010:9) questionnaires are 
a structured data collection method. Furthermore, this makes questionnaires suitable 
for studies following a quantitative research approach (Dorneyei & Taguchi 2010:9). 
Researchers find questionnaires useful because by administering questionnaires to a 
group of respondents, they can collect a large amount of information in a short time 
and using a questionnaire may be a cost effective way of collecting data (Dorneyei & 
Taguchi 2010:6). Gray (2009:157) highlights that questionnaires have advantages 
such as: 
 
 Low cost in terms of time and financial resources  
 The flow of data is quick and collected from many respondents  
 Respondents have the flexibility to complete the questionnaires at a time and 
place that suites their needs  
 Data analyses of close-ended questions are relatively easy and simple to code for 
analysis.  
 
As stated above, the measuring instrument that will be used in this study will be a 
questionnaire. This questionnaire will mostly use close-ended questions to collect 
numerical data to be able to test the hypotheses statistically. Additional to the cover 
letter, the questionnaire will be divided into section A and section B.  Section A will 
collect the demographic data of the respondents and section B will gather the 
perceptions on the financial literacy, financial inclusion and financial behaviour of 
respondents.  Sections A and B will mostly use close-ended questions. Section A will 
use a nominal-level scale and section B will use an ordinal-level scale. Section A will 
include information about the respondents’ age, gender, qualification, marital status 
and the sources of financial advice used by respondents. Section B will include 11 
items that measure financial knowledge, 12 items that measure financial skills and 11 
items that measure financial attitude. Section B also includes 9 items that measure 
financial inclusion and 16 items that measure financial behaviour.  
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The ordinal-level measurement will be a Likert scale ranging from strongly disagree 
(1) to strongly agree (5).  Any questionnaire that is self-developed will have some 
errors and must be pretested before it can be used to collect data from the sample 
(Babbie 2010:276). The questionnaire that will be self-developed will be pretested to 
ensure that it is relevant for the sample.  Zikmund et al. (2010:361) postulated that a 
pre-test allow the researchers to determine whether respondents have any difficulty 
in understanding the questions in the questionnaire. According to Wiid and Diggines 
(2013:171) questionnaires should be tested and refined before they are administered 
to respondents. The questionnaires will be tested in a pilot study.  Zikmund et al. 
(2010:65) describes that a pilot study is a small scale study that collects data from 
respondents similar to those targeted for the main study. This means that the 
questionnaires must be tested on a small sample representing the targeted 
respondents of the study (Wiid & Diggines 2013:171).  Zikmund et al. (2010:65) 
states that the results of a pilot study are only intended to assist the designs of the 
main study.  Wiid and Diggines (2013:171) states that a pilot study assists 
researchers to determine: 
 
 The time respondents take to complete the questionnaires  
 The problems that may be faced by respondents in completing the questionnaires  
 Whether the respondents understand the instructions in the questionnaires 
 
The questionnaires of this study will be piloted on black students studying at Nelson 
Mandela Metropolitan University (NMMU). This will be conducted to assist the 
researcher to redesign any items that may not be relevant in the questionnaires.    
Once the questionnaires are finalised, methods of administration to the respondents 
will be considered.   
 
4.3.4 ADMINISTRATION OF QUESTIONNAIRES AND ETHICAL CONSIDERATIONS  
Questionnaires may be administered by mail, by hand or by email. Postal 
administration refers to the mailing of questionnaires to the respondents where 
researchers have no contact with the respondents except through the covering letter 
(Dorneyei & Tagnuchi 2010:64). Collis and Hussey (2009:193) explain that it is the 
most commonly used method to administer questionnaires to respondents.  Postal 
administration involves posting the questionnaire and covering letter to the 
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respondents.   One-to-one administration refers to a situation where the researcher 
or fieldworker delivers the questionnaires by hand to the respondent or respondents 
(group administration). Collis and Hussey (2009:193) describes that the 
questionnaires are usually presented to respondents in the street, in their home, at 
the work place and other convenient places.  Online administration of questionnaires 
refers to researchers collecting data online through email surveys and/or web-based 
surveys (Dorneyei & Tagnuchi 2010:65-69). According to Collis and Hussey 
(2009:193) researchers create their own questionnaire online and email this to 
potential respondents. This study will use one-to-one administration as the 
questionnaires will be delivered to the respondents by hand. Furthermore, this study 
will make use of convenient and snowball sampling that will necessitate the adoption 
of a one-to-one administration of questionnaires.   
 
Collis and Hussey (2009:45) postulate that voluntary participation should be 
encouraged in the quantitative research approach. While, respondents should not be 
offered financial or material rewards, they should all be assured of anonymity and 
confidentiality. Respondents must not be identified by name and sensitive information 
concerning respondents should not be disclosed. (Collis & Hussey 2009:45-6).  To 
ensure this, all respondents will be informed about their voluntary participation and 
anonymity in the study. All data will be used for statistical purposes only. Additionally, 
ethical clearance for the study will be obtained by completing a pro-forma form E 
ethics form and submitting it to the NMMU Business and Economic Sciences, FRTI 
Committee. The following section will highlight the theoretical framework developed 
from Chapter 2 and Chapter 3, to be tested in the empirical investigation.   
 
4.4    RESEARCH  FRAMEWORK  
 
Figure 4.1 illustrates the hypotheses proposed for this study that will be tested 
statistically.  
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FIGURE 4.1:  THEORETICAL FRAMEWORK  
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As evident from Figure 4.1, the following hypotheses were made in order to test the 
relationships in the proposed hypothetical model:  
 
H1: There is a significant relationship between financial knowledge and financial 
inclusion.   
H2:  There is a significant relationship between financial skills and financial inclusion. 
H3: There is a significant relationship between financial attitudes and financial 
inclusion.   
H4: There is a significant relationship between financial inclusion and financial 
behaviour.  
 
The definitions of the independent, intervening and dependent variables used in this 
study will be presented in Table 4.1. These definitions are based on existing literature 
that was covered in the literature review in Chapter 2 and Chapter 3. This process is 
usually known as operationalisation. Zikmund et al.  (2010:295) highlights variables 
are measured through a process of operationalisation.   
 
Financial attitude  
H4   H2     
       H3    
    
     
Financial 
knowledge  
Financial 
inclusion  
 H1   
Financial 
behaviour  
Financial skills  
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According to Babbie (2010:46) to be able to test hypotheses, all the variables 
specified in the theoretical framework must be defined. Operationalisation is the 
process of developing operational definitions or specifying the operations involved in 
measuring the variables in the study. (Babbie 2010:48; Bryman & Bella 2011:154).  
The independent, intervening and dependent variables will be operationalised in 
Table 4.2. 
 
TABLE 4.2: OPERATIONALISATION OF VARIABLES  
INDEPENDENT 
VARIABLE 
DEFINITION  ITEMS   
Financial knowledge Financial knowledge refers to consumers 
understanding of financial information 
(Sebstad et al. 2006:10;  Shuttleworth 
2011:98) 
 
For the purpose of this study, financial 
knowledge refers to consumers’ 
understanding of financial information such as 
cash management, debt management, 
investment and retirement planning as well as 
risk management and insurance  (Winger & 
Frasca 2006:9; Botha et al. 2012:144; Swart 
2012:11). 
 
 
 
 
 
11 
Financial skills   Financial skills refer to consumers’ ability to 
apply financial knowledge in different contexts 
and in their financial situation (Mundy & 
Musoke 2011:15; PISA 2012:14).  
 
For the purpose of this study, financial skills 
refers to consumers’ ability to determine their 
financial goals, having financial control over 
their income, choosing financial products or 
institutions and developing a financial plan to 
reach their goals. (FSA 2005:21; Hearth et al. 
 
 
 
 
 
 
12 
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2006:77; Bajtelsmi & Rastelli 2008:13,  
Roberts et al. 2012:9). 
Financial attitude  Financial attitudes refer to consumers’ 
opinions or thoughts about their financial 
behaviour (Sebstad et al. 2006:10; Atkinson & 
Messy 2012:33). 
 
For the purpose of this study, financial 
attitudes refers to consumers’ financial 
confidence about and financial responsibility 
concerning their financial decisions (Atkinson 
& Messy 2012:33; PISA 2012:29) 
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INTERVENING 
VARIABLE 
DEFINITION  ITEMS   
Financial inclusion  Financial inclusion refers to consumers 
having access to financial products or 
services (Tamaki 2011:3; The Banking 
Association South Africa 2011:1; National 
Treasury 2011:58). 
  
For the purpose of this study, financial 
inclusion refers to the accessibility, 
affordability, usage and quality of financial 
products for consumers (Coovadia 2012:1; 
The Banking Association South Africa 2011; 
The Word Bank 2012:1).  
 
 
 
 
 
9 
DEPENDENT  
VARIABLE 
DEFINITION  ITEMS   
Financial behaviour  Financial behaviour refers to consumers’ 
borrowing behaviour, savings behaviour and 
spending behaviour (Cohen et al. 2006:17; 
Melzer 2007:31; Delafrooz & Paims 
2011:223).   
 
 
 
16 
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Table 4.1 highlighted how financial literacy, financial inclusion and financial behaviour 
will be defined in this study. This will assist the researcher in developing a 
questionnaire to collect the primary data from the respondents. Once the data has 
been collected it will be subjected to data analysis procedures.  
 
4.5    DATA ANALYSIS  
As previously stated, the data collected from respondents will be subjected to data 
analysis procedures. Before any data can be subjected to data analysis, it must be 
cleaned. This means that errors must be identified after data has been entered into 
the computer.  The process of identify and rectifying errors that are entered into the 
computer is known as data cleaning.  (Wiid & Diggines 2013:231). Some of the errors 
that must be identified and rectified include missing data (Dorneyei & Taguchi 
2010:88).  Dorneyei and Taguchi (2010:89) highlighted several ways of imputing 
missing data such as items’ means, maximum likelihood estimations, likewise 
deletion and pairwise deletion. One of the mostly used methods is the mean 
substitution methods (item means) which entails replacing missing values with the 
mean value of that variable calculated from all valid responses.  (Hair et al. 2010:53)  
For the purpose of this study, missing data will be dealt with by mean substitution. 
This means that missing data will be replaced with the mean value of other 
completed items.  Once the data has been cleaned, it will be subjected to data 
analysis. This will include considering the validity and reliability of the primary data 
and the testing of the hypotheses, and various other statistical processes such as 
calculating descriptive statistics.   
 
4.5.1 VALIDITY OF THE MEASUREMENT  
According to Punch (2003:42) validity indicates whether the data obtained from the 
respondents measures what it intended to measure. Collis and Hussey (2009:64) 
concur that validity refers to the extent to which the data obtained from the 
respondents reflect the concepts measured in the study. Bryman and Bell (2011:159) 
highlight that validity is about determining whether the items used to measure the 
concept, really measures that concept. There are different ways of assessing validity 
of a questionnaire including content validity and construct validity.    
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Content validity refers to the extent to which items in the questionnaire logically 
appears as if it reflects the concepts being measured. Experts must be used to 
assess whether the items ‘look like’ they make sense given the definition of those 
concepts. (Zikmund et al. 2010:307). Babbie (2010:153) highlights that content 
validity is the extent to which the items used to measure the concepts seems like 
they measure those concepts.  According to Wimmer and Dominick (2006:61) 
content validity is the most basic and is achieved by making a subjective judgement 
to determine whether the questionnaire appears to be measuring what it intends to 
measure. For the purpose of this study, content validity will be ensured as experts in 
the field of personal financial management will consider and scrutinise the 
questionnaires before they are distributed to the respondents. Content validity refers 
to the extent to which the items in the questionnaire cover the breath of the domain of 
the construct. (Zikmund et al. 2010:307). Babbie (2010:155) indicates that content 
validity refers to the extent to which items in the questionnaires cover the range of 
meanings included within a concept. Content validity can be assessed by the items 
being evaluated by an expert judge, who independently assess whether the items are 
measuring the construct. Researchers can then calculate the percentage of items 
that the expert agrees with. (Tredoux & Durrheim 2002:217). In this study experts in 
the field of personal financial management will be consulted to determine the content 
validity of financial literacy, financial inclusion and financial behaviour.  
 
Tredoux and Durrheim (2002:218) contend that construct validity is the most difficult, 
as it attempts to evaluate whether the items do measure the construct that they claim 
to measure. Construct validity exists when items measure and truthfully represent a 
unique concept. Construct validity is the most complex and relates to researchers 
being able to confirm the relationships that are predicted by a theoretical framework 
of the study (Wimmer & Dominick 2006:62). According to Wiid and Diggines 
(2013:241) the validity of a construct can be determined by performing an EFA to 
determine whether the individual items load onto the constructs.    
 
Factor analysis is a way of statically reducing the number of variables measured into 
a smaller number of variables (Zikmund et al. 2010:593). Factor analysis is a method 
of identifying underlying factors or latent variables that are present in the pattern of 
correlation among a set of measures. It assesses whether items are highly correlated 
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and whether they form a common meaning. (Blaikie 2003:220).  EFA is performed 
when researchers are not certain about the amount of items that may loaded onto a 
variable (Zikmund et al. 2010:593). EFA is also used when researchers are not 
certain about the relationships between variables. The variables of the study are 
usually regrouped according to the strength of their correlation. (Yanga 2010:157).   
EFA can also be used to identify the constructs which may be hidden (Wiid & 
Diggines 2013:241).  To ensure validity of the questionnaire, EFA will be used in this 
study.   
 
External validity refers to the extent to which data collected from a sample can be 
generalised to a population (Gray 2009:156). Collis and Hussey (2009:65) postulated 
that in a quantitative research approach confidence need to be determined in terms 
of the extent to which the research findings in the sample can be generalised to the 
population.  This study will attempt to generalise the findings of the sample (black 
community) to the black population.   
   
4.5.2 RELIABILITY OF THE MEASUREMENT   
Reliability refers to the stability of data collected in the study. Reliability assesses 
whether the respondents would answer the same questions in the same manner, if 
they were to be asked again (Punch 2003:42). Collis and Hussey (2009:64) 
describes that data are reliable if a repeat study would produce the same data as the 
previous study. According to Wimmer and Dominick (2006:59) reliability refers to the 
consistency of data produced by the study over different points in time.  To assess 
reliability, split-half, test-retest and Cronbach’s alpha may be conducted.  
 
Split-half method determines reliability by talking half of the items that measure a 
concept comparing them to the other half of the items measuring the same concept 
(Zikmund et al. 2010:306).  This method requires that researchers select two sets of 
items that are the same and administer them at the same time. This means scores of 
these items must be compared against each other to determine reliability. (Blaikie 
2003:219).  Wimmer and Dominick (2006:60) state that the total score of the first half 
of items should correlate highly with the score of the second half of the items. 
Tredoux and Durrheim (2002:213) explain that the disadvantage of split-half method 
is that the correlation is influenced by how the items are divided. Blaikie (2003:219) 
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highlight that the other challenge facing researchers is to create two sets of items 
that are correlated.   
 
Test-retest reliability assesses whether the study would produce the same data when 
the questionnaires are administered a second time (Creswell 2010:150).  It involves 
administering the same the questionnaires to the same respondents at two separated 
time periods to assess the consistency of the data produced by the study. (Zikmund 
et al. 2010:306). Tredoux and Durrheim (2002:213) argue that to administer the 
questionnaire to a sample on two different occasions is an easier way to establish 
reliability. The results of the questionnaires administered on two separate occasions 
must be highly correlated. (Tredoux and Durrheim 2002:21). Blaikie (2003:219) 
cautions that the challenge with this method is that the interval between the 
administrations of the questionnaires must be long enough for the respondents to 
have forgotten their first responses.   
 
Blaikie (2003:213) acknowledges that Cronbach’s coefficient alpha is one of the most 
commonly used methods for reliability.  Cronbach’s coefficient alpha is an estimate of 
the internal consistency of responses to different scales of items.  It is the average of 
the reliability coefficient that would result if all possible split-half analyses were 
performed. (Tredoux & Durrheim 2002:212). The coefficient ranges between 0 and 1, 
a high value indicating a high level of consistency among the items. (Blaikie 
2003:219).  According to Wiid and Diggines (2013:238) Cronbach’s coefficient alpha 
is interpreted in the following manner;  
 
 If  a value is above 0.8, reliability is acceptable   
 If a value  is between 0.6 and 0.8, reliability is acceptable  
 If  a value is below 0.6, reliability is unacceptable  
 
For this study a Cronbach’s coefficient alpha of 0.7 will be acceptable, according to 
the general guideline used in research (Wiid & Diggines 2013:238). 
 
4.5.3 DESCRIPTIVE STATISTICS  
According to Wiid and Diggines (2013:248) statistics can be used to analyse data in 
three ways, namely to describe the data, to measure the significance level and to 
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indicate the relationships between the variables.  Descriptive statistics describe the 
basic characteristic of the data and summarise the data in an understandable 
manner (Zikmund et al. 2010:413). According to Collis and Hussey (2009:221) 
descriptive statistics is used to summarise the data so that it can be presented in 
tables, charts and other graphical forms. Descriptive statistics will be used to 
summarise the demographic data of the respondents (section A) and to analyse 
section B of the questionnaires.  This study will use measures of central tendency 
and measures of dispersion to analyse the demographic data of the respondents.  
 
Measures of central tendency reflect the most probable response or appropriate 
response to a question. A measure of central tendency reduces data to a single 
number or an average. (Wiid & Diggines 2013:248).  Measures of central tendency 
provide a manner of summarising the data by describing it with a single statistical 
value, which would be the average. There are three types of measures: the mean, 
the median and the mode (Collis & Hussey 2009:240). The mean value is an 
arithmetic value that can be calculated for ratio, interval scales. The median is the 
mid value that can be calculated for ratio, interval or ordinal values. The mode value 
is the most frequent occurring value and can be used for all variables regardless of 
the measurement scale (Collis & Hussey 2009:241). According to Zikmund et al. 
(2010:303), researchers usually treat ordinal scales containing 5 or more categories 
of responses as an interval scale. Blaikie (2003:231) mentions that Likert-type scale 
is usually treated as interval scales. In this study the mean value will be used to 
summarise the demographic data of the respondents and average responses relating 
to each variable.  
 
Measures of dispersion describe how the data are spread around measures of 
central tendency. The common measures of dispersion are the range, variance and 
standard deviation (Zikmund et al. 2010:418; Wiid & Diggines 2013:249).  According 
to Collis and Hussey (2009:244) a measure of dispersion describes how the data are 
spread around the mean, median or mode.  Measures of dispersion highlight the 
tendency of data to depart from the central tendency. Ranges calculate the distance 
between the smallest and largest values of a frequency distribution and are 
calculated for all scale measurements (Collis & Hussey 2009:245; Zikmund et al. 
2010:419). A standard deviation is the square root of the variance and is only 
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calculated for ratio and interval scales (Collis & Hussey 2009:244).  For this study, 
the standard deviations will be calculated to interpret sections A and B.  
 
4.5.4 TESTING OF THE HYPOTHESES  
This section discusses how inferential statistics will be used to analyse the data and 
to generalise the data from the sample to the population. Inferential statistics is used 
to generalise findings from the sample to the population (Zikmund et al. 2010:413). 
Inferential statistics refers to the fact that the primary data is collected from a random 
sample with the aim of making inferences about the population (Collis & Hussey 
2009:259). This section will deal with Pearson Product-Moment Correlation, multiple 
regression and multicollinearity. 
 
A Pearson Product-Moment Correlation indicates the correlation between variables 
(Wimmer & Dominick 2006:307). A correlation indicates the strength and the 
direction of the relationship (Zikmund et al. 2010:559; Wiid & Diggines 2013:283).   
Pearson Product-Moment Correlation coefficient is calculated to determine how far 
the points lie from the regression line. (Tredoux & Durrheim 2002:184). Blaikie 
(2003:108) state that correlation indicates the extent to which variables vary together. 
Wiid and Diggines (2013:283) explain that correlation should be calculated to 
determine if there are logical relationships between the variables before further 
statistical analyses are performed.   
 
Tredoux and Durrheim (2002:185) state that the Pearson Product-Moment 
Correlation may be interpreted as follows:  
 
 < 0.2 slight correlation, almost no relationship between the variables  
 0.2-0.4 low correlation; definite but small relationship between the variables 
 0.4-0.7 moderate correlation; substantial relationship between the variables  
 0.7-0.9 highly correlated; strong relationship between the variables  
 0.9-1.0 very high correlation; very dependable relationship between the variables 
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As stated above, Pearson Product-Moment Correlation will be used to determine the 
correlations between the variables. However, multicollinearity will be assessed before 
multiple regression analysis is performed.  
 
Multicollinearity refers to a situation in which independent variables are strongly 
interrelated. When multicollinearity is too high, it may make it difficult to interpret the 
parameters of the independent variables (Zikmund et al. 2010:586). Multicollinearity 
occurs when the independent variables are strongly inter-correlated.  Researchers 
may deal with multicollinearity by reducing the number of independent variables. 
(Tredoux & Durrheim 2002:345). Multicollinearity happens when independent 
variables are correlated and this makes it difficult to make inferences about the 
individual regression coefficients and their influence on the dependent variable. (Lind, 
Marchal & Wathen 2012:535). Blaikie (2003:294) states that when the independent 
variables are highly correlated it is difficult for multiple regression analysis to identify 
the contributions of each independent variable.  In this study, multicollinearity will be 
assessed after Pearson Product-Moment Correlation, to determine the correlation 
between the independent variables (financial knowledge, financial skills and financial 
attitudes). In addition to determining the correlations between the independent 
variables and the intervening variable on the dependent variable, multiple regression 
analysis will be performed. 
 
Multiple regression analysis is used to analyse the relationships between two or more 
independent variables and a single dependent variable. It is used to predict the 
dependent variables using information obtained from the independent variables. 
(Wimmer & Dominick 2006:314). According to Zikmund et al. (2010:584) multiple 
regression analyses the influences of two or more independent variables on single 
dependent variable. The coefficient of multiple regression analysis indicates the 
percentage change in the dependent variable caused by all the independent 
variables (Zikmund et al. 2010:586). This method is used to determine the 
relationships between a specific dependent variable and a number of independent 
variables. (Wiid & Diggines 2013:304).  The main purpose of multiple regression 
analysis is to develop a formula that explains or predicts as much as possible the 
variance in the dependent variable (Wimmer & Dominick 2006:315). Blaikie 
(2003:294) states that the weakness of multiple regression analysis is that it is not 
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helpful in identifying the intervening variable. In this study, multiple regression 
analysis will be calculated to assess the influence of the independent variables 
(financial knowledge, financial skills and financial attitude) on the intervening variable 
(financial inclusion) and the influence of the intervening variable on the dependent 
variable (financial behaviour). 
 
4.6    ANALYSING THE EFFECT OF RESPONDENTS’ DEMOGRAPHICS   
An independent T-test is used to establish whether there is a difference between two 
samples or groups (Collis & Hussey 2009:262). According to Tredoux and Durrheim 
(2002:148) a T-test is used to examine differences of the mean value of two groups 
and only one independent variable. An independent T-test will be used in the study to 
examine the differences between the mean scores of two groups, namely male and 
female respondents concerning their financial literacy. Gravette and Wallnau 
(2011:367) state that independent T-test and analysis of variance (ANOVA) consider 
the same aspects of evaluating the mean value differences between two groups. 
However, ANOVA has an advantage on the independent T-test because it can be 
used to compare two or more groups (Gravetter & Wallnau 2011:367). 
 
Gravetter and Wallnau (2011:229) postulated that significance or differences do not 
necessarily indicate a substantial effect. A measure of the effect size is intended to 
provide the magnitude of the differences (Gravetter & Wallnau 2011:231). Tredoux 
and Durrheim (2002:236) explain that the measure of distances between means is 
called the effect size. Hair et al. (2010:9) highlight that effect size assists researchers 
to determine whether the differences observed are meaningful or not.  One technique 
that may be used to assess the effect of the size is Cohen’s d which measures the 
distances between the two mean values (Gravetter & Wallnau 2011: 231).   
 
According to Tredoux and Durrheim (2002:237) Cohen’s d may be interpreted as 
indicated in the Table 4.3. 
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TABLE 4.3: INTERPRETATION OF COHEN’S D 
Cohen’s d  Effect size  
<0.10 Very small 
0.20  Small  
0.50  Medium  
0.8 Large  
>1  Very large  
Source: Adapted from Cohen (1988), cited in Tredoux and Durrheim (2002:237).  
 
In other words, when a Cohen’s d is 0.8 or greater, it shows a large practical 
significance for the relationships between variables.  
 
According to Zikmund et al. (2010:541) when researchers want to test for differences 
between two or more groups, ANOVA is an appropriate measure. ANOVA examines 
the effect of a less-than interval scale independent variable on an at least interval 
scale dependent variable. (Zikmund et al. 2010:541). ANOVA allows researchers to 
test the difference between more than two groups on more than one independent 
variable (Tredoux & Durrheim 2002:254). ANOVA will be used to determine whether 
there is a difference between the sources of financial advice obtained by the 
respondents concerning the concepts of KSA’s. ANOVA indicates that a significant 
difference between the means exists but does not state which means are significantly 
different and which are not. Post-hoc tests are additional hypothesis tests that are 
done after ANOVA to determine which mean differences are significant and which 
are not. Tredoux and Durrheim (2002:275) indicate that Post-hoc tests determine 
where the differences between the mean values are. According to Hair et al. 
(2010:381) Post-hoc test examines the potential differences among all possible 
groups’ means. The most common Post-hoc test is the scheffѐ test, which 
determines the practically significant difference among the mean scores of the 
groups (Hair et al. 2010:379).   
 
4.7    SUMMARY 
This chapter discussed the research paradigms that can be adopted for a study, 
namely the positivistic and phenomenological paradigms. This study adopted 
positivism as necessitated by the nature of the study and to be able to collect vast 
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data from the respondents.  The quantitative research approach is usually adopted 
for a positivism paradigm. This meant that a quantitative research approach was 
adopted as opposed to a qualitative research approach. The population for this study 
is the black community in NMB.  The sampling methods chosen were convenient and 
snowball sampling.  
 
The theoretical framework highlighted the independent variables (KSA’s), intervening 
variable (financial inclusion) and dependent variable (financial behaviour) for which 
hypothesised relationships will be statistically tested. Validity will be assessed using 
content validity and an EFA while reliability will be assessed using Cronbach’s alpha. 
Descriptive analysis will also be used to summarise the demographical data of the 
respondents and to measure the average responses. Pearson Product-Moment 
Correlation will be used to determine the correlation between the independent, 
intervening and dependent variables.  This will be followed by assessing the 
multicollinearity between the independent, intervening and dependent variables. The 
multiple regression analysis will be used to test the hypotheses for the study. Lastly 
the effect of respondents’ demographical data concerning financial literacy will be 
analysed using an independent T-test and ANOVA. Chapter 5 presents the results 
and interprets the empirical data. 
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CHAPTER 5 
EMPIRICAL RESULTS OF THE STUDY 
  
5.1    INTRODUCTION 
Chapter 4 specifically outlined and discussed the research methodology adopted for 
this study. This included identifying the sample, developing a questionnaire to collect 
primary data and selecting appropriate data analysis procedures for this study.  
Therefore, the purpose of this chapter is to analyse, present and report the results of 
the primary data collected.   
 
The focus of this chapter will be to outline the sequence of the procedures that were 
used to collect and administer the primary data. The results will then be organised 
and discussed in the number of steps of the data analysis. Descriptive statistics will 
be calculated to summarise the demographic data of the sample and an EFA will be 
conducted to determine the validity of the questionnaire as well as that of the primary 
data. Next will be the calculation of the Cronbach’s alpha coefficient to determine the 
reliability of the questionnaire and the primary data. The calculation of the Pearson 
Product-Moment Correlation, which determines the correlations between the 
independent, intervening and dependent variables, will follow.  Multiple regression 
analysis will be performed to determine the influence of each of the independent 
variables on the intervening variable and on the dependent variable. Lastly, 
comparison tests (an independent T-test and ANOVA) will be performed to determine 
the effect of selected demographical data on the perceptions regarding the 
independent variables. 
 
This chapter will culminate with a summary of all the main findings reported.  
 
5.2     RESPONSE  RATE  AND DATA CAPTURING  
The questionnaires were distributed only to the black community in NMB. A total of 
500 questionnaires in hard copy were distributed during the months of August to 
September 2013.  The questionnaires were completed by the respondents of the 
black community on a voluntary anonymous basis. Of the 500 questionnaires 
distributed, 400 questionnaires were completed by the respondents and 335 
questionnaires were found to be suitable for the quantitative statistical analysis.  This 
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means that a response rate of 77.8% was achieved for this study. The remaining 
questionnaires (65) were not suitable for statistical data analysis as they had either 
multiple incomplete data (missing data) or had more than one marked response per 
statement. The following section discusses the data capturing and how the missing 
data was treated in this study.    
 
As previously stated, 335 questionnaires were identified as suitable for statistical 
data analysis and were captured in Microsoft Excel. The data sheet was then 
scrutinized for missing data.  In this process, 65 questionnaires were removed from 
the datasheet as they each had more than three missing responses. However, due to 
the removal of the questionnaires with more than three missing responses, the use of 
the mean substitution method was not necessary. Hair et al. (2010:55) explains that 
the mean substitution methods reduce the variance of the data, misrepresents the 
distribution of the data and reduces the correlation of the data. The data sheet was 
then uploaded into Statistica (version 10) where descriptive and inferential statistics 
were calculated.  
 
5.3    DESCRIPTIVE STATISTICS  FOR DEMOGRAPHIC DATA  
As previously mentioned, descriptive statistics were calculated to summarise the 
demographic data of the sample. This included calculating the frequencies and 
percentages of the demographic data. Therefore, descriptive statistics were 
calculated for section A of the questionnaire.  
 
Table 5.1 illustrates the demographical information of this study which included 
general information (financial decisions and sources of financial advice) about the 
black community.   
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TABLE 5.1: FREQUENCY TABLE FOR DEMOGRAPHIC DATA   
Items  Category  Frequency  Percentage (%) 
Gender  Male 
Female  
Not willing to say  
Total  
153 
180 
2 
335 
45.68 
53.73 
0.59 
100 
Age  20-29 years 
30-39 years 
40-49 years 
50-59 years 
60+ years 
Not willing to say  
Total  
68 
125 
103 
34 
3 
2 
335 
20.30 
37.31 
30.75 
10.15 
0.90 
0.59 
100 
Marital status  Never married  
Never married with partner 
Married  
Separated/Divorced  
Widowed  
Not willing to say  
Total  
183 
39 
87 
18 
7 
1 
335 
54.63 
11.64 
25.97 
5.38 
2.08 
0.30 
100 
Education  Lower than matric  
Matric (Grade 12) 
Certificate  
Undergrad diploma  
Undergrad degree 
Postgrad diploma  
Postgrad degree 
Other 
Not willing to say  
Total  
3 
134 
58 
52 
13 
38 
18 
11 
5 
335 
0.90 
40.00 
17.32 
15.52 
3.88 
11.34 
5.38 
4.17 
1.49 
100 
Income level  R0 - R3000 
R3000 - R7000 
Above R7000 
Not willing to say  
Total 
56 
115 
163 
1 
335 
16.72 
34.33 
48.65 
0.30 
100 
Financial decisions  Myself  
Myself and partner 
Myself and other family 
member  
My partner  
Other  
Not willing to say  
Total  
224 
79 
27 
 
4 
2 
2 
335 
66.86 
23.56 
8.10 
 
0.30 
0.59 
0.59 
100 
Financial advice/help  My partner  
Family members  
My friends  
My employer  
My bank  
My financial 
advisor/planner 
Website  
I do not ask anybody  
Not willing to say  
Total  
65 
37 
14 
10 
136 
22 
 
2 
48 
1 
335 
19.40 
11.04 
4.18 
2.98 
40.58 
6.60 
 
0.59 
14.33 
0.30 
100 
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The results in Table 5.1 illustrate that the majority of the respondents were females 
(53.73%) and 45.68% of the respondents were males. Most of these respondents 
were between the ages of 30 to 39 years (37.31%) and 30.75% of the respondents 
were between the ages of 40 to 49 years.  The majority of respondents were never 
married (54.63), as opposed to 25.97% of the respondents who were married. In 
terms of qualification levels, 40% of the respondents had a matric qualification 
(Grade 12) and less than 20% of the respondents had a postgraduate qualification 
(11.34% had a postgraduate diploma and 5.38% had a postgraduate degree). Only 
three respondents (0.9%) did not have a matric qualification. Of the respondents, 163 
respondents (48.65%) had an income level of above R7000 and 115 respondents 
(34.33%) had an income level of between R3000 and R7000.  
 
In terms of the financial decision-making in the household, 66.86% of the 
respondents stated that they make their own financial decisions, while 23.56% of the 
respondents indicated that they make their financial decisions with a partner. Only 4 
respondents (0.30%) indicated that their partners are the ones that make financial 
decisions in the households. Of the respondents, 19.40% obtain financial advice from 
their partners, 11.04% from their family members and 4.18% from their friends. 
The majority of the respondents (40.58%) obtain financial advice from a banking 
institution, while only 6.60% respondents obtain financial advice from financial 
advisor/planners. This means, in total 34.62% of the respondents obtain financial 
advice from informal sources. However, only 2.98% respondents indicated that they 
obtain financial advice from their employer.   
 
The respondents were also requested to indicate whether they are familiar with 
certain financial concepts. Table 5.2 summarises the financial concepts that 
respondents were questioned about.  
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TABLE 5.2: FINANCIAL AWARENESS OF CONCEPTS  
  Frequency  Percentage (%) 
ATM card  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning  
Total  
1 
3 
331 
335 
0.30 
0.89 
98.90 
100 
Bad debts  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say  
Total  
6 
17 
310 
2 
335 
1.8 
5.06 
92.54 
0.60 
100 
Consumer 
Protection Act (CPA) 
 
Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say 
Total  
37 
83 
213 
2 
335 
11.04 
24.78 
63.58 
0.60 
100 
Credit record  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say  
Total   
6 
33 
249 
2 
335 
1.80 
9.84 
87.76 
0.60 
100 
Financial 
advisors/planners   
Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say  
Total  
4 
50 
278 
3 
335 
1.19 
14.92 
82.99 
0.90 
100 
Fixed deposit  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Total 
3 
50 
282 
335 
0.90 
14.92 
84.18 
100 
Inflation  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Total  
11 
46 
278 
335 
3.28 
13.73 
82.99 
100 
Internet (online) 
banking  
Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Total 
8 
62 
265 
335 
2.39 
18.51 
79.10 
100 
Life insurance  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say  
Total  
3 
32 
299 
1 
335 
0.90 
9.55 
89.25 
0.30 
100 
Medical aid  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say  
Total  
3 
21 
309 
2 
335 
0.90 
6.26 
92.24 
0.60 
100 
Mzansi account  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say  
Total  
6 
38 
289 
2 
335 
1.79 
11.34 
86.27 
0.60 
100 
Post bank account  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Not willing to say 
Total  
9 
26 
299 
1 
335 
2.69 
7.76 
89.25 
0.30 
100 
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TABLE 5.2: FINANCIAL AWARENESS OF CONCEPTS (Cont.)  
  Frequency  Percentage (%) 
Retirement annuity  Never heard of   
Heard  it, don’t know meaning  
Heard and know meaning 
Total 
7 
42 
286 
335 
2.09 
12.54 
85.37 
100 
 
Table 5.2 shows that most of the respondents were aware of the financial concepts 
used in this study. Most of the respondents knew what an ATM card (98.90%) was 
and 92.54% of the respondents knew what was meant by bad debt. These 
respondents also understood the meanings of CPA (63.58%), credit record (87.76%), 
financial planner (82.99%), fixed deposit (84.18%), inflation (82.99%), internet 
banking (79.10%), medical aid (92.24%), Mzansi account (86.27%), Post bank 
account (89.25%) and retirement annuity (85.37%). The financial concepts that the 
majority know about were the ATM card, bad debts and medical aid.  In contrast, the 
respondents were less aware of CPA, with 11.04% of the respondents indicating that 
they have never heard of the term.  These respondents were also less aware of the 
term inflation; with 11 respondents (3.28%) indicating that they have never heard of 
the term and 64 respondents (13.73%) indicating that they did not know what the 
term meant.  
 
5.4    VALIDITY OF THE MEASUREMENT 
As stated in Chapter 4, validity will be assessed by considering face validity and 
construct validity. To determine face validity, a pilot study was used in which, black 
students at the Nelson Mandela Metropolitan University were used to assess whether 
the questionnaire would be suitable for the targeted sample.  Additionally, experts in 
the field of personal financial management were used to scrutinise the questionnaires 
before they were distributed to the respondents. On the bases of critical comments 
the questionnaire was slightly adjusted before the main study.  
 
To assess construct validity, an EFA was performed to identify the number of items 
that may load onto a factor (Zikmund et al. 2010:593) and to identify the number of 
factors that  may be hidden (Wiid & Diggines 2013:241). A factor loading of 0.50 
denotes that 25% of the variance is accounted by the item and loadings of +0.50 or 
greater are considered practically significant. (Hair et al. 2010:117).  For the purpose 
of this study, factor loadings of 0.5 were considered acceptable and the items loading 
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onto factors in the EFA with loadings of 0.5 or more were retained. Table 5.3 shows 
the results of the EFA for the independent variables of this study.  
 
TABLE 5.3: EXPLORATORY FACTOR ANALYSIS OF THE INDEPENDENT 
VARIABLES  
Items Factor 1 Factor 2 Factor 3 Factor 4 
Financial 
confidence 
Financial 
information 
seeking 
Financial skills Financial 
knowledge 
B3.8 0.701020 0.135878 0.179387 0.378119 
B3.9 0.721058 0.021162 0.265756 0.162212 
B3.10 0.674682 0.239993 0.150129 0.166459 
B3.11 0.693772 0.341932 0.284588 0.084595 
B2.2 0.327017 0.522901 0.218794 0.221007 
B3.1 0.193905 0.625636 -0.251871 0.126195 
B3.2 0.082235 0.726596 0.366867 -0.132663 
B3.3 0.070479 0.657064 0.417589 -0.265838 
B3.7 0.091296 0.549377 -0.058184 -0.399571 
B2.3 0.135909 0.267717 0.508889 0.411790 
B2.4 0.078171 0.322003 0.557468 0.288722 
B2.7 0.311717 -0.044021 0.641714 0.320761 
B2.8 0.410174 0.180533 0.565997 0.214664 
B2.9 0.192980 0.026282 0.774267 0.038387 
B2.10 0.221899 0.110927 0.795758 0.029069 
B2.11 0.465613 0.259511 0.575880 0.051881 
B1.1 0.262308 -0.099621 -0.001712 0.785229 
B1.3 0.009530 -0.058055 0.329858 0.542873 
B1.7 0.057595 0.026853 0.159016 0.702263 
B1.8 0.172325 0.031854 0.151353 0.701283 
B1.9 0.168314 -0.080306 -0.008954 0.816709 
B1.10 0.113155 0.096075 0.050325 0.762073 
B1.11 0.202701 -0.079239 0.094684 0.785075 
B2.1 0.085188 0.053419 0.370215 0.674811 
B2.6 0.256253 -0.036472 0.179771 0.642675 
 
Table 5.3 indicates how the items loaded on certain factors (factors 1 - 4).  Based on 
the loadings the factors were named financial confidence, financial information 
seeking, financial skills and financial knowledge. The following tables summarise the 
results for each factor separately. Table 5.4 presents the items that loaded onto a 
factor labelled financial confidence.  
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TABLE 5.4: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF FINANCIAL 
CONFIDENCE   
Financial confidence 
Items  Statements  Factor loading 
B 3.8 I know where to go to when I need financial advice 0.701020 
B 3.9 I trust the person (s) giving me money (financial) advice  0.721058 
B 3.10 I know where to seek assistance/log a complaint when I feel 
misled by a financial service provider 
0.674682 
B3.11 I am satisfied with my decisions regarding my money 0.693772 
 
Table 5.4 illustrates that four items, namely B 3.8, B3.9, B3.10 and B3.11 which were 
originally developed to measure financial attitude loaded together. However on the 
basis of the items that loaded together on factor one (1), it was named financial 
confidence. On the basis of the EFA result, financial confidence occurs when 
consumers know where to go when they need financial help, trust people furnishing 
financial advice, know where to complain when they have been misled and are 
satisfied with their financial decisions. However, EFA results also showed that four 
items B3.2, B3.4, B3.5 and B3.6 (originally developed to measure financial attitude), 
did not load significantly (loading of less the 0.5) and were removed from further 
analysis.  Table 5.5 presents the items that loaded onto the factor labelled financial 
information seeking. 
 
TABLE 5.5: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF FINANCIAL 
INFORMATION SEEKING 
 
As evident from Table 5.5, five items loaded on factor two (2), namely items B2.2, 
B3.1, B3.2, B3.3 and B 3.7. Items B3.1, B3.2, B3.3 and B3.7 were developed to 
measure financial attitude. However, item B2.2 was developed to measure financial 
Financial information seeking  
Items  Statements  Factor loading 
B2.2 I make plans on how to reach my financial goals 0.522901 
B3.1 I am interested in learning more about money management 0.625636 
B3.2 I read newspapers to learn more about money management  0.726596 
B3.3 I read the business section of the newspaper 0.657064 
B3.7 I ask other people to help me with my money and financial 
decisions   
0.549377 
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skills but also loaded with these four items (B3.1, B3.2, B3.3 and B3.7). On the basis 
of the items that loaded together onto factor two (2) it was named financial 
information seeking. A possible reason why item B2.2 loaded onto this factor is 
maybe because respondents regarded making plans as part of the financial 
information seeking process. The EFA loading determined that financial information 
seeking occurs when consumers read the newspaper, ask other people to help with 
their financial decisions, are interested in learning more about money management 
and have plans on how to reach their financial goals.  Table 5.6 shows the items that 
loaded on the factor labelled as financial skills.  
 
TABLE 5.6: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF FINANCIAL 
SKILLS 
 
Table 5.6 illustrates that seven items (B2.3, B2.4, B2.7, B2.8, B2.9, B2.10 and B2.11) 
loaded significantly onto factor three (3). These seven items were originally 
developed to measure financial skills. On the basis of the items that loaded together 
onto factor three (3), it was named financial skills. As a result of the EFA, financial 
skills can be defined as the ability of consumers to write and keep their receipts, 
follow a monthly budget, manage their expenses, keep extra money for an 
emergency and compare financial products and services before purchasing.  The 
EFA results also showed that two items (B2.5 and B2.6), originally developed to 
measure financial skills, did not have a significant loading (loading of less than 0.5) 
and were removed from further data analysis. Table 5.7 shows the items that loaded 
onto financial knowledge.  
 
Financial skills  
Items  Statements  Factor loading 
B2.3 I compare different financial products/services  0.508889 
B2.4 I compare financial products/services from different 
providers 
0.557468 
B2.7 I follow a monthly budget  0.641714 
B2.8 I manage my expenses on a monthly basis  0.565997 
B2.9 I keep my receipts after I have paid my bills 0.774267 
B2.10 I write down/keep record where I spend my money  0.795758 
B2.11 I keep extra money should emergencies arise 0.575880 
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TABLE 5.7: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF FINANCIAL 
KNOWLEDGE  
Financial knowledge  
Items  Statements  Factor loading 
B1.1 One needs an identity document (ID) and proof of 
residential address to open a bank account  
0.785229 
B1.3 Budgeting helps me to track my expenses  0.542873 
B1.7 There is a maximum spending limit on a credit card  0.702263 
B1.8 One’s age plays a role in determine a life insurance 
premium 
0.701283 
B1.9 It is an investment to buy a house/property  0.816709 
B1.10 The sooner I save for retirement, the more money I  will 
have when I reach retirement age   
0.762073 
B1.11 If inflation rate increases, food prices will also increase  0.785075 
B2.1 I have financial goals 0.674811 
B2.6 I know how to open a bank account 0.642675 
 
Table 5.7 shows that nine items loaded onto factor four (4). These items (B1.1, B1.3, 
B1.7, B1.8, B1.9, B1.10, B1.11, B2.1 and B2.6) were developed to measure financial 
knowledge. On the basis of the EFA results, factor four (4) was named financial 
knowledge.  However, items B2.1 and B2.6 was developed to measure financial skills 
but loaded onto factor four (4). A possible reason for why item B2.1 and B2.6 loaded 
with financial knowledge can be contributed to the fact that having financial goals and 
knowing how to open a bank account may be regarded as financial knowledge. The 
results of EFA indicated that financial knowledge can be defined as the occurrence in 
which consumers become knowledgeable about financial products and services,  that 
is knowing how to open a bank account, knowing the maximum spending limit on 
credit cards, the role of age in determining a premium and knowing that a property is 
an investment.  Consumers with financial knowledge also know how inflation 
influences the future value of money. On the basis of the EFA results, as item B1.6 
did not load significantly (loading less the 0.5) onto factor four (4), it was removed 
from further data analysis.  
 
The second EFA was conducted for the intervening and dependent variables. Table 
5.8 shows the items that loaded onto the intervening and dependent variables 
(factors 5 - 7). As a result of the loadings the factors were named low financial 
access, responsible spending behaviour and banking and savings behaviour.  
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TABLE 5.8: EXPLORATORY FACTOR ANALYSIS OF THE INTERVENING AND 
DEPENDENT VARIABLES  
Items  Factor 5 Factor 6 Factor 7 
Low 
financial 
access 
Responsible 
spending 
behaviour 
Banking 
and savings 
behaviour 
B4.1 -0.687865 -0.220569 -0.155167 
B4.6 -0.673299 0.071308 0.133217 
B4.9 -0.777118 -0.067932 0.070711 
B5.3 -0.806936 0.041804 -0.082536 
B5.4 -0.629941 -0.265425 -0.087446 
B5.9 -0.230364 0.615403 0.280217 
B5.10 -0.174060 0.531378 0.225307 
B5.11 0.097689 0.525133 0.381886 
B5.12 0.049137 0.580806 0.347141 
B5.13 -0.000351 0.681943 0.130583 
B5.14 0.204318 0.744120 0.096754 
B5.15 0.235479 0.696599 0.149705 
B5.16 0.099952 0.720476 0.297860 
B4.2 0.140306 0.148780 0.665910 
B4.3 0.162529 0.096055 0.613102 
B4.8 0.074677 0.164104 0.751249 
B5.1 -0.100209 0.281545 0.689737 
B5.2 0.284643 0.179390 0.682116 
B5.5 -0.205757 0.195070 0.702787 
B5.6 0.052484 0.281954 0.617420 
B5.7 -0.377614 0.146370 0.556671 
B5.8 -0.134015 0.425193 0.525489 
 
Table 5.8 shows how the items loaded onto three factors (factors 5 - 7). Table 5.9 
illustrates the items that loaded onto the factor labelled low financial access.   
 
TABLE 5.9: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF LOW 
FINANCIAL ACCESS  
Low financial access  
Items  Statements  Factor loading 
B4.1 I travel far to reach a financial service provider eg a bank -0.687865 
B4.6 I use a cellphone to conduct transactions -0.673299 
B4.9 I have used a financial advisor/planner before -0.777118 
B5.3 I give money to family to members to save for me -0.806936 
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TABLE 5.9: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF LOW 
FINANCIAL ACCESS (Cont.) 
Low financial access   
Items  Statements  Factor loading 
B5.4 I save my money through informal providers,  eg stokvels -0.629941 
 
Table 5.9 shows that five items, namely B4.1, B.4.6, B4.9, B5.3 and B5.4 loaded on 
factor five (5). The three items B4.1, B4.6 and B4.9 were originally developed to 
measure financial inclusion. However, items B5.3 and B5.4 were developed to 
measure financial behaviour. On the basis of the EFA result, factor five (5) was 
named low financial access. As a result of the items that loaded onto low financial 
access, it was defined as the situation that occurs when consumers use one way to 
access financial products and services, such as travelling far to reach financial 
service providers. The EFA results also revealed that items B4.4, B4.5 and B4.7 did 
not load significantly (loading lower than 0.5) and were removed from further data 
analysis. Table 5.10 presents the items that loaded onto the factor labelled 
responsible spending behaviour.  
 
TABLE 5.10: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF 
RESPONSIBLE SPENDING BEHAVIOUR  
Responsible spending behaviour  
Items Statements  Factor loading 
B5.9 Providers never contact me to remind me to pay bills 0.615403 
B5.10 I have never taken out a loan from informal providers, eg 
“loan sharks” before 
0.531378 
B5.11 I carefully consider purchases before spending my money 0.525133 
B5.12 I consider whether I can afford something before I buy it 0.580806 
B5.13 I can resist product/services on sale (discount) 0.681943 
B5.14 I never buy/make use of products/services which I do not 
need 
0.744120 
B5.15 I do not necessarily spend more when I am 
frustrated/unhappy 
0.696599 
B5.16 I do not “run out of” money before the end of the month (or 
before I receive my next pay) 
0.720476 
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Table 5.10 shows that eight of the 16 items originally developed to measure financial 
behaviour, loaded onto factor six (6). These items were B5.9, B5.10, B5.11, B5.12, 
B5.13, B5.4, B5.15 and B5.16. These items were originally developed to measure 
financial behaviour.  On the strength of the EFA results, as all the items related to 
spending behaviour, this factor was named responsible spending behaviour. On the 
basis of the EFA results, responsible spending behaviour can be defined as 
consumers’ careful consideration of their spending habits. They consider purchases 
before spending money and whether they can afford a product or not before 
spending their money. These consumers are never contacted by providers to remind 
them to pay their bills; they never take out a loan from informal financial providers 
and never run out of money before the end of the month. Table 5.11 shows the items 
that loaded onto the factor labelled banking and savings behaviour.  
 
TABLE 5.11: SUMMARY OF EXPLORATORY FACTOR ANALYSIS OF BANKING 
AND SAVINGS BEHAVIOUR  
Banking and savings behaviour 
Items  Statements  Factor loading 
B4.2  I save/deposit money at a bank 0.665910 
B4.3  Employees of financial service providers,’ eg bank 
employees, communicate to me in language I understand 
0.613102 
B4.8  I can afford financial products/services, eg a funeral policy 0.751249 
B5.1 I have money to save 0.689737 
B5.2 I have a savings account 0.682116 
B5.5  I always keep a minimum amount in my bank account 0.702787 
B5.6 I find it more satisfying to save money than to spend it 0.617420 
B5.7 I save for my retirement 0.556671 
B5.8  I pay my bills on time 0.525489 
 
Table 5.11 shows that nine items loaded on factor seven (7). The items were B4.2, 
B4.3, B4.8, B5.1, B5.2, B5.5, B5.6, B5.7 and B5.8. Items B4.2, B4.3 and B4.8 were 
developed to measure financial inclusion and items B 5.1, B5.2, B5.5, B5.6, B5.7 and 
B5.8 were developed to measure financial behaviour, as the items related to how 
respondents use banks and how they save. On account of the EFA results, factor 
three (3) was named banking and savings behaviour. A possible reason as to why 
items B4.2, B4.3 and B4.8 loaded with banking and savings behaviour can be 
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contributed to the fact that saving money at the bank, communicating with bank 
employee and being able to afford a funeral policy may be regarded as banking 
behaviour. This factor (banking and saving behaviour) was defined as the ability of 
consumers to have bank accounts, to afford banking products and to keep a 
minimum amount in their bank accounts. These consumers are satisfied with saving 
money rather than spending it, with saving for retirement, having money to save and 
having savings accounts. 
 
As a result of the EFA, the original theoretical framework will be adjusted, with five 
independent variables (financial confidence, financial information seeking, financial 
skills, financial knowledge and low financial access), one intervening variable 
(banking and savings behaviour) and one dependent variable (responsible spending 
behaviour). The reformulated operational definitions of the variables are summarised 
in the table below. 
 
TABLE 5.12: NEW DEFINITIONS FOR THE FACTORS  
New factors  New definitions 
Financial confidence  Financial confidence can be defined as the occurrence when 
consumers know where to go when they need financial help, trust 
people furnishing financial advice, know where to complain when 
they have been misled and are satisfied with their financial 
decisions. 
Financial information seeking  Financial information seeking can be defined as when consumers 
read the newspaper, ask other people to help with their financial 
decisions, are interested in learning more about money 
management and have plans on how to reach their financial goals.   
Financial skills  Financial skills can be defined as the ability of consumers to write 
and keep their receipts, follow a monthly budget, manage their 
expenses, keep extra money for an emergency and compare 
financial products and services before purchasing. 
Financial knowledge  Financial knowledge can be defined as the occurrence in which 
consumers become knowledgeable about financial products and 
services, that is knowing how to open a bank account, knowing the 
maximum spending limit on credit cards, the role of age in 
determining a premium and knowing that a property is an 
investment. 
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TABLE 5.12: NEW DEFINITIONS FOR THE FACTORS (Cont.) 
New factors  New definitions 
Low financial access  Low financial access can defined as the situation that occurs when 
consumers use one way to access financial products and services, 
such as travelling far to reach financial service providers. 
Banking and savings 
behaviour 
Banking and savings behaviour can be defined as the ability of 
consumers to have bank accounts, to afford banking products and 
to keep a minimum amount in their bank accounts. These 
consumers are satisfied with saving money rather than spending it, 
with saving for retirement, having money to save and having 
savings accounts. 
Responsible spending 
behaviour 
Responsible spending behaviour can be defined as consumers’ 
careful consideration of their spending habits. They consider 
purchases before spending money and whether they can afford a 
product or not before spending their money. These consumers are 
never contacted by providers to remind them to pay their bills; they 
never take out a loan from informal financial providers and never 
run out of money before the end of the month. 
 
As some of the items were deleted and new variables were formed, as a result of the 
EFA, the original theoretical framework had to be adapted. Figure 5.1 illustrates the 
new model that will be tested in the multiple regression analyses. 
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FIGURE 5.1: EMPIRICAL MODEL 
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As a result of the formulation of the adapted model, the hypotheses had to be 
reformulated. 
 
The following hypotheses will be tested:  
 
H1: There is a significant relationship between financial confidence and banking and 
savings behaviour. 
H2: There is a significant relationship between financial information seeking and 
banking and savings behaviour.  
H3: There is a significant relationship between financial skills and banking and 
savings behaviour.  
 H6
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Financial skills 
Financial 
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 117 
H4: There is a significant relationship between financial knowledge and banking and 
savings behaviour.  
H5: There is a significant relationship between low financial access and banking and 
savings behaviour. 
H6: There is a significant relationship between banking and savings behaviour and 
responsible spending behaviour.  
 
Furthermore, the reliability of the new and adapted variables will have to be tested. 
 
5.5    RELIABILITY OF THE MEASUREMENT 
In order to assess the internal reliability of the measuring instrument, Cronbach’s 
coefficient alpha scores were calculated.  Cronbach’s coefficient alpha is an estimate 
of the internal consistency of responses to different scales of items (Blaikie 
2003:213). A high value of Cronbach’s alpha (above 0.8) indicates a high level of 
consistency among the items. (Blaikie 2003:219). However, Wiid and Diggines 
(2013:238), confirm that a Cronbach’s alpha of 0.7 is acceptable. Nunnally (1978) 
cited in Tredoux and Durrheim (2002:217) states that Cronbach’s alpha of 0.70 are 
adequate for measuring instruments. Table 5.13 reports on the average inter-item 
correlation and the reliability (Cronbach’s alpha) of the independent, intervening and 
dependent variables. 
 
TABLE 5.13: INTER-ITEM CORRELATION AND RELIABILITY OF FACTORS  
Factor  Average inter-item correlation Cronbach’s Alpha 
Financial confidence 0.52 0.81 
Financial information seeking  0.35 0.72 
Financial skills  0.50 0.87 
Financial knowledge  0.57 0.91 
Low financial access  0.44 0.78 
Banking and savings 
behaviour  
0.39 0.85 
Responsible spending 
behaviour  
0.36 0.83 
 
All the items measuring the independent (financial confidence, financial information 
seeking, financial skills, financial knowledge and low financial access), intervening 
(banking and savings behaviour) and dependent (responsible spending behaviour) 
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variables had Cronbach’s alphas of above 0.7. This means that the items measuring 
the independent, intervening and dependent variables were reliable. If the study 
would be repeated it would yield the same results.  
 
The financial knowledge, financial skills, banking and savings behaviour, responsible 
spending behaviour and financial confidence (with Cronbach’s alpa’s of 0.91, 0.87, 
0.85, 0.83 and 0.81 respectively) had Cronbach’s alphas of above 0.8. This means 
that the factors were highly reliable and had a high degree of consistency.  The 
highest Cronbach’s alpha was obtained for financial knowledge, with a Cronbach’s 
alpha of 0.91. In contrast, the lowest Cronbach’s alpha was obtained for financial 
information seeking, with a Cronbach’s apha of 0.72.  
 
5.6 DESCRIPTIVE STATISTICS OF THE INDEPENDENT, INTERVENING AND         
DEPENDENT VARIABLES  
As previously stated, descriptive statistics were used to summarise the demographic 
data of the respondents. However, descriptive statistics were also calculated to 
summarise the information relating to the independent, intervening and dependent 
variables. This means that the mean scores, standard deviations and percentages 
were calculated for these variables.  Therefore, descriptive statistics were calculated 
for section B of the questionnaire.   
 
Table 5.14 illustrates the descriptive statistics for the independent (financial 
confidence, financial information seeking, financial skills, financial knowledge and low 
financial access), intervening (banking and savings behaviour) and dependent 
(responsible spending behaviour) variables.  
 
TABLE 5.14: DESCRIPTIVE STATISTICS FOR THE VARIABLES  
 Mean Std.Dev. Disagree % Neutral  
% 
Agree % 
Financial 
confidence  
3.972 0.719 6.567 
 
 
40.597 
 
52.836 
Financial 
information 
seeking  
4.064 0.654 5.075 
 
33.134 
 
61.791 
Financial 
skills  
3.499 0.725 37.313 
 
49.254 
 
13.433 
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TABLE 5.14: DESCRIPTIVE STATISTICS FOR THE VARIABLES (Cont.) 
 Mean Std.Dev. Disagree % Neutral  
% 
Agree % 
Financial 
knowledge  
4.020 0.708 5.075 
 
33.731 
 
61.194 
Low financial 
access  
2.676 1.038 55.522 
 
28.955 
 
15.523 
Banking and 
savings 
behaviour  
4.004 0.652 5.373 
 
44.776 
 
49.851 
Responsible 
spending 
behaviour  
3.809 0.691 11.343 
 
40.597 
 
48.060 
 
The factor financial confidence reported a mean score of 3.972, with a vast majority 
of the respondents (52.84%) agreeing that they know where to go when they need 
financial help, they trust persons giving financial advice and they were satisfied with 
their financial decisions.  The factor financial information seeking returned a mean 
score of 4.064, with the majority of the respondents (61.79%)  agreeing that they ask 
other people for financial help, are able to read the business section of the 
newspaper and were interested in learning more about money management. 
However, the factor financial skills returned a mean score of 3.499, with the majority 
of the respondents (49.25%) being neutral towards agreeing that they keep or write 
their receipts after they have paid their bills, they follow a budget and that they have 
extra money should emergencies arise.  
 
Financial knowledge returned a mean score of 4.020 and low financial access 
returned a mean score of 2.676. The majority of the respondents (61.19%) agree that 
it is an investment to buy a property, that they need an identity document and proof 
of residential address to open a bank account, that inflation increases food prices 
and that starting early to save for retirement increases the chance of retiring 
financially independent (they are financially knowledgeable).  However, 55.52% of 
the respondents disagree concerning low financial access that they use a financial 
advisor, give cash to a family member to save for them and that they travel far to 
reach a financial service provider (that they have financial access).  While, banking 
and savings behaviour returns a mean score of 4.004, with the majority of the 
respondents (49.85%) agreeing that they can afford financial products, that they 
always keep a minimum amount in their bank accounts, they have money to save 
and that they have a savings account. The factor responsibility spending behaviour 
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returned a mean of 3.809 with the majority of the respondents (48. 06%) agreeing 
that they never purchase products that they do not need, that they do not run out of 
cash before the end of the month and consider their purchases before spending.   
 
5.7  PEARSON’S PRODUCT-MOMENT CORRELATIONS 
A Pearson Product-Moment Correlation indicates the correlation between variables 
(Wimmer & Dominick 2006:307). A correlation indicates the strength and the 
direction of the relationship (Zikmund et al. 2002:559; Wiid & Diggines 2013:283).   
Pearson’s Product-Moment correlation will be used in this study to test the 
correlations between the independent (financial confidence, financial information 
seeking, financial skills, financial knowledge and low financial access), intervening 
(banking and savings behaviour) and dependent (responsible spending behaviour) 
variables. Tredoux and Durrheim (2002:185) highlight that Pearson Product-Moment 
Correlation (r) may be interpreted as follows:  
 
 < 0.2 slight correlation, almost no relationship between the variables  
 0.21 - 0.4 low correlation; definite but small relationship between the variables  
 0.41 - 0.7 moderate correlation; substantial relationship between the variables  
 0.71 - 0.9 highly correlated; strong relationship between the variables 
 0.91 - 1.0 very high correlation; very dependable relationship between the 
variables 
 
Table 5.15 shows the Pearson’s correlation (r) between the independent, intervening 
and dependent variables.  
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TABLE 5.15: PEARSON’S PRODUCT-MOMENT CORRELATIONS 
Pearson Product-Moment Correlations 
  Financial 
confidence  
Financial 
information 
seeking  
Financial 
skills  
Financial 
knowledge  
Low 
financial 
access  
Banking and 
savings 
behaviour 
Responsible 
spending 
behaviour 
Financial 
confidence  
Pearson 
correlation(r) 
p-value  
N  
1.00 
 
0.05 
335 
      
Financial 
information  
seeking  
Pearson 
correlation (r) 
p-value  
N 
0.956 1.00 
 
0.05 
335 
     
Financial 
skills  
Pearson 
correlation (r) 
p-value  
N 
0.341 0.288 1.00 
 
0.05 
335 
    
Financial 
knowledge  
Pearson 
correlation (r) 
p-value  
N 
0.592 0.583 0.299 1.00 
 
0.05 
335 
   
Low financial 
access  
Pearson 
correlation (r) 
p-value  
N 
-0.045 -0.138 0.616 -0.056 1.00 
 
0.05 
335 
  
Banking and 
savings 
behaviour  
Pearson 
correlation (r) 
p-value  
N 
0.667 0.667 0.376 0.689 -0.043 1.00 
 
0.05 
335 
 
Responsible 
spending 
behaviour  
Pearson 
correlation (r) 
p-value  
N 
0.534 0.526 0.135 0.479 -0.164 0.585 1.00 
 
0.05 
335 
Correlations are significant at p < .05 N=335
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Table 5.15 shows that financial confidence is positively correlated to financial 
information seeking with a Pearson’s correlation (r) of 0.956. The highest correlation 
was observed for financial confidence and financial information seeking.  This means 
that financial confidence is linked with financial information seeking. However, the 
correlation between financial confidence and financial information seeking were not 
significant.  
 
A moderate correlation was observed between the independent (financial confidence, 
financial information seeking and financial knowledge) and dependent (banking and 
savings behaviour) variables, with Pearson’s correlations (r) of 0.667, 0.667, and 0689 
respectively. This means that there are positive correlations between the variables and 
suggests that the independent (financial confidence, financial information seeking and 
financial knowledge) and intervening (banking and savings behaviour) variables 
increase or decrease in the same direction. However, the correlations between the 
independent and intervening variables were not significant.  
 
Negative correlations were observed between the independent (financial confidence 
financial information seeking, financial knowledge) variables and other intervening (low 
financial access) variable, with Pearson correlations (r) of -0.045, -0.138, -0.056 
respectively. This means that the independent (financial confidence, financial 
information seeking, financial knowledge and low financial access) variables tend to 
increase or decrease in opposite directions. However, the correlation between financial 
confidence and low financial access was significant.  
 
A negative correlation was also observed between the independent (low financial 
access) and dependent (responsible spending behaviour) variables, with a Pearson 
Correlation (r) of -0.164. This means that low financial access and responsible spending 
behaviour increases or decreases in the opposite direction. However, the correlation 
between low financial access and responsible spending behaviour were not significant.  
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As previously stated, financial confidence and financial information seeking are highly 
correlated. This means multicollinearity may cause a problem for multiple regression 
analysis. According to Lind, Marchal and Wathen (2012:535) multicollinearity happens 
when independent variables are highly correlated. This makes it difficult for multiple 
regression analysis to identify the contributions of each of the independent variable 
(Blaikie 2003:294).  As there is only high correlation between two variables, it is not a 
major problem concern and all variables where used in the multiple regression analysis.  
 
Multiple regression analysis will be performed, as Pearson Product-Moment correlation 
measures the strength and direction between variables but does not indicate whether 
the variables influence each other.  
 
5.8    MULTIPLE REGRESSION ANALYSIS  
Multiple regression analysis is used to analyse the relationships between two or more 
independent variables with a single dependent variable (Wimmer & Dominick 2006:314). 
The coefficient of multiple regression analysis (r2) indicates the percentage change in 
the dependent variable caused by all the independent variables (Zikmund et al. 
2010:586). The significant level is usually set at 0.05, which means that a 5% probability 
error is accepted (Cohen et al. 2007:519; Springer 2010:300).  Table 5.16 illustrates the 
relationships between the independent (financial confidence, financial information 
seeking, financial skills, financial knowledge and low financial access) and the 
intervening (banking and savings behaviour) variables.  
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TABLE 5.16: MULTIPLE REGRESSION ANALYSIS RESULTS OF THE INFLUENCES 
OF INDEPENDENT VARIABLES ON THE INTERVENING VARIABLE   
Regression Summary of  Intervening Variable: Banking and savings behaviour  
Independent variable  Regression coefficient P-value 
Financial confidence  0.12 0.339 
Financial information seeking  0.24 0.060 
Financial skills  0.21 0.000* 
Financial knowledge  0.41 0.000* 
Low financial access  -0.11 0.023* 
R²= .61 (61%) 
*p<0.05 
 
From Table 5.16 it can be seen that positive relationships between the independent 
(financial confidence, financial information seeking, financial skills and financial 
knowledge) variables and the intervening variable (banking and savings behaviour) 
exist. This means that the more financial confidence the consumers have, the more 
likely that they would engage in banking and savings behaviour. Additionally, financial 
information seeking, financial skills and financial knowledge also have a positive 
influence on banking and savings behaviour. This means that consumers must be willing 
to seek financial information, possess higher levels of financial skills and financial 
knowledge to improve their banking and savings behaviour. However, low financial 
access has a negative relationship with banking and savings behaviour. Thus as low 
financial access increases (become more prevalent), banking and saving behaviour will 
decreases.  However, only three independent (financial skills, financial knowledge and 
low financial access) have statistically significant relationships with the intervening 
(banking and savings behaviour) variable.  
 
The independent variables (financial confidence, financial information seeking, financial 
skills, financial knowledge and low financial access) explain 61% of the variance in the 
intervening (banking and savings behaviour) variable.  This means that the independent 
variables predict 61% of the variance in the intervening variable. Table 5.17 illustrates 
the relationship between the intervening (banking and savings behaviour) and the 
dependent (responsible spending behaviour) variables.  
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TABLE 5.17: MULTIPLE REGRESSION ANALYSIS RESULTS OF THE INFLUENCE 
OF THE INTERVENING VARIABLE ON THE DEPENDENT VARIABLE  
Regression Summary of Dependent Variable: Responsible spending behaviour  
 
Intervening variable  Regression coefficient p-value 
Banking and savings 
behaviour  
0.59 0.000* 
R²= .34 (34%) 
*p<0.05  
 
Table 5.17 shows a positive relationship between the intervening (banking and savings 
behaviour) and dependent (responsible spending behaviour) variables. This means that 
consumers that have high levels of banking and savings behaviour will demonstrate 
more responsible spending behaviour.  The intervening (banking and savings behaviour) 
variable has a statistically significant relationship with the dependent (responsible 
spending behaviour) variable.  Furthermore, the intervening variable (banking and 
savings behaviour) explains 34% of the variance in the dependent (responsible 
spending behaviour) variable. This mean, 34% of the variance in the dependent variable 
is predicted by the intervening variable.  Table 5.18 illustrate the relationships between 
the independent (financial confidence, financial information seeking, financial skills, 
financial knowledge and low financial access) variables and the dependent (banking and 
saving behaviour) variable.  
 
TABLE 5.18: MULTIPLE REGRESSION ANALYSIS RESULTS OF THE INFLUENCE 
OF THE INDEPENDENT VARIABLES ON THE DEPENDENT VARIABLE  
Regression summary of Dependent Variable: Responsible spending behaviour   
Independent variable  b* p-value 
Financial confidence  0.39 0.016* 
Financial information seeking  -0.01 0.934 
Financial skills 0.03 0.652 
Financial knowledge  0.24 0.000* 
Low financial access  -0.15 0.018* 
R2=.34 (34%) 
*p<0.05 
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Table 5.18 presents positive relationships between the independent (financial 
confidence, financial skills and financial knowledge) and dependent (responsible 
spending behaviour) variables. However, only financial confidence and financial 
knowledge had significant positive relationships with responsible spending behaviour.  
This shows that as financial confidence and financial knowledge increase, consumers’ 
responsible spending behaviour will improve. Furthermore, financial information seeking 
and low financial access had a negative relationship with responsible spending 
behaviour. However, only low financial access had a significant negative relationship 
with responsible spending behaviour. This confirms that if low financial access increases 
(become more) responsible spending will decrease. This means that high levels of 
financial confidence, financial knowledge and financial access translate into improved 
responsible spending behaviour. The variance explained was 34%, which means that 
the independent variables explain 34% of the variance in the dependent variable. Thus 
34% of the variance in the dependent variable is predicted by the independent variables.  
 
5.8.1 HYPOTHESES ACCEPTED FOR THIS STUDY 
Tables 5.16 and Table 5.17 show which hypotheses can be accepted or rejected for this 
study. Table 5.16 shows that hypothesis H3 must be accepted as the relationship 
between financial skills and banking and savings behaviour is significant (0.000<0.05). 
Hypothesis H4 was also accepted as the relationship between financial knowledge and 
banking and savings behaviour is significant (0.000<0.05). Hypothesis H5 was also 
accepted for this study, as the relationship between low financial access and banking 
and savings behaviour was significant (0.000<0.05). Additionally, hypothesis H6 was 
accepted as the relationship between banking and savings behaviour and responsible 
spending behaviour was also significant (0.023<0.05). This means that consumers that 
demonstrate high levels of financial skills, financial knowledge and financial access will 
demonstrate positive banking and savings behaviour. Furthermore, consumers with 
positive banking and savings behaviour will also demonstrate increased levels of 
responsible spending behaviour.     
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However, hypothesis H1 was rejected, as the relationship between financial confidence 
and banking and savings behaviour was not significant (0.339<0.05). Hypothesis H2 was 
also rejected as the relationship between financial information seeking and banking and 
savings behaviour was also not significant (0.06<0.05). Both these hypotheses (H1 and 
H2) were rejected for this study.  
 
5.9    ANALYSING THE EFFECT OF RESPONDENTS’ DEMOGRAPHICS   
To determine the influence of the demographical data on the independent, intervening 
and dependent variables, an independent T-test was used to establish whether there is 
a difference between two samples or groups (Collis & Hussey 2009:262). As previously 
stated, the significant level was set at 0.05, which means that a p-value of less that 0.05 
was accepted for the independent T-test. Furthermore, to determine the effect size of 
the two mean scores, Cohen’s d was used (Gravetter & Wallnau 2011:231) to determine 
whether the differences observed between the two mean scores are practically 
significant. A Cohen’s d of less than 0.10 shows a very small practical significance and a 
Cohen’s d of 0.8 or more shows a large practical significance (Cohen (1988), cited in 
Tredoux and Durrheim (2002:237)). Table 5.19 highlights the results that of the 
independent T-test and the Cohen’s d achieved.   For the purpose of this study, only 
gender differences will be assessed concerning financial confidence, financial 
information seeking, financial knowledge, low financial access, savings and banking 
behaviour and responsible spending behaviour.  A previous studies has indicated 
significant differences between females and males concerning have their financial 
literacy levels.  
 
TABLE 5.19: STATISTICAL SIGNIFICANT DIFFERENCES IN GENDER  
Gender  
 Female Males T-test 
Factor  Mean Mean t-value p- value 
Financial confidence  3.962 3.976 -0.169 0.866 
Financial information 
seeking  
4.047 4.078 -0.427 0.670 
Financial skills  3.423 3.590 -2.096 0.037* 
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TABLE 5.19: STATISTICAL SIGNIFICANT DIFFERENCES IN GENDER (Cont.) 
Gender
 Female Males T-test 
Factor  Mean Mean t-value p- value 
Financial knowledge  4.040 3.996 0.574 0.566 
Low financial access  2.717 2.629 0.766 0.444 
Banking and savings 
behaviour  
3.759 3.867 -1.428 0.155 
Responsible spending 
behaviour  
3.958 4.053 -1.319 0.188 
*p<0.05 
 
Table 5.19 shows that there is a significant relationship between gender and financial 
skills. Male and female respondents had different perception on financial skills. 
However, a Cohen’s d of 0.23 was reported which means that a very small practical 
significance exits regarding this findings.  
 
In order to establish whether a relationship (difference) exists between the respondents’ 
perceptions of the general information (sources of financial advice and financial 
decisions) and the independent variables (financial confidence (FC), financial 
information seeking (FIS), financial skills (FS), financial knowledge (FK) and low 
financial access (LFA)), an ANOVA was undertaken. ANOVA allows researchers to test 
the difference between more than two groups on more than one independent variable 
(Tredoux & Durrheim 2002:254). For ANOVA, a significant level of 0.05 will be accepted. 
To determine where the differences between the mean values are, a Post-hoc test will 
be performed.  According to Hair et al. (2010:381) a Post-hoc test examines the 
potential differences among all possible groups’ means. The most common Post-hoc 
test is the scheffѐ test, which determines the practical significance among the mean 
scores of the groups (Hair et al. 2010:379). Table 5.20 presents the results of the 
ANOVA regarding sources of financial advice and the independent variables.   
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TABLE 5.20: STATISTICAL SIGNIFICANT DIFFERENCES IN THE SOURCES OF 
FINANCIAL ADVICE USED BY THE RESPONDENTS AND 
INDEPENDENT VARIABLES  
Sources of financial advice  
 My 
partner  
Family  
Member  
   My 
friends  
My 
employer  
My 
bank 
Website ANOVA test   
Factor  Mean  Mean  Mean  Mean  Mean  Mean  F-values  P-values  
FC  3.879 
 
3.680 
 
3.964 
 
3.438 
 
4.189 
 
4.000 
 
4.016 0.000* 
FIS  3.965 
 
3.794 
 
3.990 
 
3.629 
 
4.246 
 
4.214 
 
3.495 0.001* 
FS 3.782 
 
3.611 
 
3.571 
 
3.380 
 
3.454 
 
4.600 
 
6.986 0.000* 
FK 3.865 
 
3.818 
 
3.73 
 
3.800 
 
4.267 
 
3.875 
 
5.761 0.000* 
LFA 3.123 
 
3.114 
 
3.329 
 
2.620 
 
2.474 
 
2.800 
 
8.310 0.000*
*P<0.05 
 
Table 5.20 shows that there were significant differences in the respondents’ perceptions 
regarding the independent variables, based on the sources of financial advice.  This 
means that respondents using different sources of financial advice had different 
responses to each of the independent (financial confidence, financial information 
seeking, financial skills, financial knowledge and low financial access) variables.  
 
The Post-hoc test revealed that respondents that obtain financial advice from their family 
members had a lower mean score (M = 3.68) than the respondents that obtain financial 
advice from banking institutions (M = 4.19) for financial confidence. The respondents 
that obtain financial advice from banking institutions had higher financial confidence than 
the respondents that obtain financial advice from their family members. Furthermore, 
respondents that obtain financial advice from banking institutions had a higher mean 
score (M = 4.25) than the respondents that obtain financial advice from their family 
members (M = 3.79) for financial information seeking. This means that the respondents 
that obtain financial advice from banking institutions were more able to seek appropriate 
financial information.  
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The respondents that obtain their advice from banking institutions had a higher mean 
score (M = 3.45) than respondents that obtain financial advice from websites (M = 2.99) 
for financial skills. Furthermore, the respondents that use informal financial sources 
scored higher mean scores (M = 3.78 for my partner and M = 3.61 for family member) 
than the respondents that obtain financial advice from websites (M = 2.99) for financial 
skills. This means that the respondents that obtain financial advice from informal 
financial sources such as parents and family members had higher financial skills than 
the respondents that obtain financial advice from websites. In addition, the respondents 
that obtain financial advice from banking institutions had higher financial skills than the 
respondents that obtain financial advice from websites.  
 
Similarly, the respondents that obtain financial advice from banking institutions had a 
higher mean score (M = 3.87) than the respondents that obtain financial advice from 
websites (M = 3.72) for financial knowledge. This means that respondents that obtain 
financial advice from banking institutions have higher levels of financial knowledge than 
the respondents that obtain advice from websites. Furthermore, the respondents that 
obtain financial advice from banking institutions had a higher mean score (M = 4.27) 
than the respondents obtaining financial advice from their partners (M = 3.87) which 
means that the respondents that obtain financial advice from banking institutions had 
higher levels of financial knowledge than the respondents that obtain financial advice 
from their partners.  
 
In contrast, the respondents that obtain financial advice from banking institutions had a 
lower mean score (M = 2.47) than the respondents that obtain financial advice from their 
partners (M = 3.12), for low financial access. In other words respondents that obtain 
their financial advice from partners had higher levels of low financial access than the 
respondents that obtain their financial advice from banking institutions. Furthermore, the 
respondents that obtain financial advice from informal financial sources (partner, family 
members and friends) had higher mean scores (M = 3.12, M = 3.11 and M = 3.33 
respectively) than the respondents that obtain financial advice from the websites (M = 
2.01) for low financial access. This means that the respondents that obtain financial 
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advice from informal sources have lower financial access than the respondents that 
obtain their financial advice from websites.  
 
5.10  SUMMARY 
The primary objective of the study was to investigate the relationships between the 
financial literacy (KSA’s), financial inclusion and financial behaviour of the black 
community. Chapter 1 presented the theoretical framework to be empirically investigated 
by collecting primary data from the black community in NMB.  
 
The results of the empirical investigation and the subsequent empirical model for this 
study were discussed in Chapter 5. The empirical data were presented in six stages, the 
descriptive statistics were calculated for the demographic data and the validity of the 
measurement was determined by performing EFA. This led to the hypothetical model 
being adapted and the hypotheses reformulated based on the EFA results. This was 
followed by determining the reliability of the measurement and this was done by 
calculating the Cronbach’s alphas of the factors. This was followed by Pearson’s 
Product-Moment Correlation to determine the correlations between the independent, 
intervening and dependent variables.  To test the hypotheses, multiple regression 
analysis was performed and this was followed by comparison tests which were 
performed to determine the relationships between the demographic data and 
independent variables.  
 
In terms of the descriptive statistics it was evident that most of the respondents were 
female (53.73%) and 45.67% of the respondents were males. Furthermore, the majority 
of the respondents were between the ages of 30 and 39 (37.31%). Most of respondents 
of the study were also most aware of an ATM card (98.90%) and bad debt (92.54%). 
The frequency table also indicated that the respondents mostly obtain financial advice 
from banking institutions (40.59%).  In terms of the EFA results, the items loaded on 
financial confidence, financial information seeking, financial skills, financial knowledge, 
low financial access, banking and savings behaviour and responsible spending 
behaviour. These factors were defined on the basis of the items that loaded onto these 
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factors. Furthermore, all these factors obtained a Cronbach’s alpha of 0.7 or more, 
which meant that the reliability of the factors was acceptable.  
 
The descriptive statistics were calculated for the independent, intervening and 
dependent variables. The descriptive statistics indicated that most of the respondents 
agreed,  with the items regarding the factors; 52.83% agreed with financial confidence, 
61.79% agreed with financial information seeking, 61.79% agreed with financial 
knowledge, 49% agreed with banking and savings behaviour and 48.06% agreed with 
responsible spending behaviour. Most of the factors were positively correlated to each 
other, apart from low financial access that was negatively correlated (as expected) to 
banking and savings behaviour and responsible spending behaviour.  In terms of the 
multiple regression analysis, hypotheses H3, H4, H5 and H6 were accepted, as they 
represented significant relationships among variables. The comparison test showed that 
perceptions of financial skills were significantly different between male and female 
respondents. The ANOVA test indicated that the sources of financial advice influenced 
perceptions on the independent variables. The Post-hoc test was performed to 
determine where the differences were between the mean scores.  
 
Chapter 6 will provide the summary and conclusions of this study. In addition, 
recommendations based on the empirical results will be provided to financial education 
institutions, financial service providers and consumers. 
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CHAPTER 6 
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS OF THE STUDY  
  
6.1    INTRODUCTION  
The main objective of this study was to investigate the relationships between financial 
literacy, financial inclusion and financial behaviour among the black community in NMB. 
This was done in order to provide recommendations on financial education not only to 
improve the levels of financial literacy and financial inclusion but also to change the 
financial behaviour of the black community.  To achieve the main objective of the study, 
secondary objectives were defined. These included conducting a literature review on 
financial literacy, financial education, financial inclusion and financial behaviour.  
Chapter 4 discussed the research methodology and the development of the research 
instrument to collect the primary data. Chapter 5 reported results that were statistically 
analysed.  
 
Chapter 6 will provide the summary of the main literature and empirical findings and give 
effect to part of the main objective of the study by providing recommendations on 
financial education so that the levels of financial literacy, financial inclusion and financial 
behaviour of the black community in NMB are improved. Further, in addition to providing 
brief summaries of chapters 1 to 5, this chapter discusses the main conclusions of the 
study and make recommendations on financial education based on the main findings of 
Chapter 5. This chapter will end with the final conclusion for this study. 
 
6.2    SUMMARY OF THE LITERATURE REVIEW  
Chapter 1 revealed that South African consumers have a poor savings culture 
(Dempsey 2011:1) and are living in high levels of debt (Maisel nd: 2). South African 
consumers are also vulnerable to being offered unsuitable financial products that do not 
meet their financial needs (Gordhan 2012:1). Furthermore, low income communities in 
South Africa use informal financial systems such as borrowing funds from family, friends 
and money lenders. These money lenders used by low income communities are known 
as ‘loan sharks’ and charge high interest rates between 40 and 60 percent (Mashigo 
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2006:4). These low income communities have less access to financial products from the 
formal economy (Maisel nd: 12) and are not taught, from an early age, how to use 
financial products (Ndumo 2011:1).   
 
Financial education is a way of improving consumers’ understanding of financial 
concepts, products and services. (MicroFinance Opportunities 2005:1; Orton 2007:5). 
This means that financial education is also a way of improving consumers’ levels of 
financial literacy to achieve their financial goals. (Microfinance Opportunity 2005:1; 
Orton 2007:5). Financial literacy refers to consumers’ financial knowledge, skills and 
attitudes (KSA’s) to reach their financial goals. (Kempson 2009:4-6; Eighty20 2009:21; 
Roberts & Struwig 2011:2; Mundy & Moseka 2011:48). Consumers with high levels of 
financial literacy are able to choose financial products and services that meet their 
needs (Eighty20 2009:21; Roberts & Struwig 2011:2). This means consumers with high 
levels of financial literacy must have access to financial products and services. The 
process of ensuring that consumers have access to appropriate financial products and 
services is referred to as financial inclusion. (Coovadia 2012:3; World Bank 2012:17; 
Joshi 2011:2). Financial inclusion is the lowest among the low income communities as 
they tend to rely more on informal financial systems  (FinMark Trust 2007:3). 
Furthermore, consumers with high levels of financial literacy are usually more savings 
orientated, borrow less and are less likely to overspend income (Mandell & Klein 
2009:19).  Thus, high levels of financial literacy may lead to an increase in financial 
inclusion and a change in financial behaviour.  
 
Figure 6.1 presents the relationships identified in the literature review.  
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FIGURE 6.1: THEORETICAL FRAMEWORK  
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The independent variables identified for this study were financial knowledge, financial 
skills and financial attitudes. The intervening variable was financial inclusion and the 
dependent variable was financial behaviour. This study investigated the relationships 
between the independent (financial knowledge, financial skills and financial attitudes), 
the intervening (financial inclusion) and dependent (financial behaviour) variables.  
 
Chapter 2 provided a literature review on financial literacy and financial education.  The 
components of financial literacy were identified as financial knowledge, financial skills 
and financial attitude. Financial knowledge referred to consumers’ ability to understand 
financial information and use it to make informed financial decisions (Shuttleworth 
2011:98). Additionally, consumers need to be able to apply their financial knowledge in 
the financial market, namely having appropriate financial skills to make informed 
financial decisions. (Mundy & Musoke 2011:15; Orton 2007:7). Consumers also need a 
positive financial attitude to change their financial behaviour. Financial attitude referred 
to the consumers’ thoughts, feelings and opinions about financial issues that support or 
reinforce their financial behaviour in the financial market (Sebstad et al. 2006:10). 
Financial 
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Chapter 2 showed that financial education improves consumers’ levels of financial 
literacy, promotes efficient use of financial resources, increases access to financial 
products and improves consumers’ financial behaviour (Cohen & Stebstad 2003:5).  
Therefore, financial education is a process of improving consumers’ knowledge, skills 
and attitudes (KSA’s) to make appropriate financial decisions (Messy & Monticone 
2012:8). However, consumers have access to different sources of financial education. 
These sources may be formal and informal financial sources. Thus consumers may 
choose to obtain financial information from their parents or friends or from banking 
institutions. Consumers may also choose to use financial education provided by 
community-based organisations, schools and universities, financial institutions and 
places of employment.  
 
Chapter 3 explained that consumers have access to financial products in a formal and 
informal manner (Melzer 2007:6; Masigo 2006). Financial inclusion refers to the situation 
where consumers having access to financial products or services in a formal manner 
(Coovadia 2012:1).  For consumers to be financially included they must have access to 
afford and make use of the financial products in the financial market. The financial 
products provided must also meet the consumers’ needs (Melzer 2007:6; Masigo 2006) 
which may range from making payments, transfer cash, making purchases and seeking 
financial help. However, consumers’ financial decisions are influenced by their emotions 
such as anger, pride, regret and joy.  Consumers also consider social influences when 
making financial decisions such as listening to their parents and friends. (Makwakwa 
2013:10). 
 
Financial behaviour is related to consumers’ different personalities and preferences in 
making financial decisions. Some consumers are conservative while others are 
optimistic about their finances. (Swart 2012:25). Moreover, some consumers will be 
more short-term orientated when managing their income (Lewis & Messy 2012:15). 
Consumer financial decisions will also be influenced by their experiences in the financial 
market, as consumers with early experiences in the financial market tend to display 
effective financial behaviour. (Sabri & MacDonald 2010:107). Consumers can either 
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borrow cash when they need it, save their cash or spend their cash on products or 
services. This means that financial behaviour has three components, namely borrowing, 
saving and spending.   
 
Chapter 4 discussed the research methodology adopted for this study. This study 
adopted a positivistic paradigm and thus a quantitative research approach was followed.  
Thus a large sample was necessitated. To select a sample, a non-probability sampling 
technique was adopted because a sample frame does not exist for the black community 
in NMB. The sample comprised low to medium income black consumers living in the 
NMB. Convenient and snowball sampling techniques were used to reach the sample.  
The questionnaires used close-ended questions that consisted of two sections (Section 
A and B). A total of 500 questionnaires were distributed and 400 questionnaires were 
completed by the respondents. A number of 335 of the questionnaires were suitable for 
quantitative statistical analysis.  This meant that a response rate of 77.8% was achieved 
for this study. The data collected were analysed, using descriptive and inferential 
statistics.  
 
Descriptive statistics were calculated on the demographic data. This was followed by 
EFA to determine the construct validity of the items used. Furthermore, to determine the 
reliability of the factors, Cronbach’s alphas were calculated. This was followed by 
calculating descriptive statistics for the independent, intervening and dependent 
variables. Pearson Product-Moment Correlation was also performed to identify the 
correlations between the independent, intervening and dependent variables. To test the 
hypotheses, multiple regression analysis was performed and the hypotheses 
representing statistically significant relationships were accepted for this study. Lastly, the 
influence of the demographic data on the independent variables (KSA’s) was 
determined using the independent T-test and the ANOVA. Chapter 5 reported the 
results of the empirical data collected and analysed.  
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6.3    SUMMARY OF THE EMPIRICAL RESULTS  
Chapter 5 reports the main findings of this study. This included the interpretation of the 
descriptive statistics and the inferential statistics calculated.  The discussion of the data 
analysis also contributed to the discussion of the acceptability of the theoretical 
framework and the recommendations to be discussed later in this chapter. 
 
6.3.1 DESCRIPTIVE STATISTICS FOR DEMOGRAPIC DATA  
Descriptive statistics was used to summarise the demographic data of the respondents 
(section A of the questionnaire) and to analyse section B of the questionnaires. The 
majority of the respondents were females (53.73%) and 45.67% of the respondents 
were males. Most of these respondents were between the ages of 30 to 39 years 
(37.31%) and 30.75% were between the ages of 40 to 49 years. In terms of qualification 
obtained, 40% of the respondents had a matric qualification (Grade 12) and less than 
20% of the respondents had a postgraduate qualification. The majority of the 
respondents were responsible for their own financial decisions (66.86%), while 23.56% 
of the respondents indicated that their partner were responsible for their financial 
decisions.  
 
The majority of the respondents (40.58%) obtain financial advice from banking 
institutions while only 6.60% of the respondents obtain financial advice from financial 
advisors/planners. It was also found in this study that 19.40% of the respondents obtain 
financial advice from their partners, 11.04% of the respondents obtain financial advice 
from their family members and 4.18% of the respondents obtain financial advice from 
friends. This means that a total of 34.62% of the respondents obtain financial advice 
from informal financial sources.  
 
It was also found in this study that most known financial concepts were an ATM card 
(98.90%) followed by bad debt (92.54%) and medical aid (92.24%). In contrast, the least 
known concept was the term CPA, with 11.04% of the respondents indicating that they 
have ‘never heard’ of the term.   
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Descriptive statistics were also calculated for the independent (financial confidence, 
financial information seeking, financial skills, financial knowledge and low financial 
access), intervening (banking and savings behaviour) and dependent (responsible 
spending behaviour) variables. The information was summarised as follows, the majority 
of the respondents (52.84%) agreed with the factor financial confidence and the majority 
of the respondents (61.79%) agreed with the factor financial information seeking. 
However, the majority of the respondents (49.25%) were neutral with the factor financial 
skills. While 55.52% of the respondents disagreed that they have low financial access in 
the market. The majority of the respondents (49.85%) also agreed that they displayed 
banking and savings behaviour and 48.06% of the respondents agreed that they have 
responsible spending behaviour.   
 
6.3.2 EXPLORATORY FACTOR ANALYSIS AND RELIABILITY RESULTS  
Construct validity was assessed using EFA. Items with a loading of 0.5 or more were 
accepted.  Table 6.1 shows how the items loaded on five independent variables. The 
independent variables were labelled from the EFA results and were labelled as financial 
confidence, financial information seeking, financial skills, financial knowledge and low 
financial access.  
 
TABLE 6.1: EXPLORATORY FACTOR ANALYSIS RESULTS OF THE INDEPENDENT 
VARIABLES 
  
Items  Financial confidence  
B 3.8 I know where to go to when I need financial advice 
B 3.9 I trust the person (s) giving me money (financial) advice  
B 3.10 I know where to seek assistance/log a complaint when I feel misled by a financial 
service provider 
B3.11 I am satisfied with my decisions regarding my money 
Items  Financial information seeking  
B2.2 I make plans on how to reach my financial goals 
B3.1 I am interested in learning more about money management 
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TABLE 6.1: EXPLORATORY FACTOR ANALYSIS RESULTS OF THE INDEPENDENT 
VARIABLES (Cont.) 
  
Items  Financial information seeking  
B3.2 I read newspapers to learn more about money management  
B3.3 I read the business section of the newspaper 
B3.7 I ask other people to help me with my money and financial decisions   
Items Financial skills  
B2.3 I compare different financial products/services  
B2.4 I compare financial products/services from different providers 
B2.7 I follow a monthly budget  
B2.8 I manage my expenses on a monthly basis  
B2.9 I keep my receipts after I have paid my bills 
B2.10 I write down/keep record where I spend my money  
B2.11 I keep extra money should emergencies arise 
Items Financial knowledge  
B1.1 One needs an identity document (ID) and proof of residential address to open a bank 
account  
B1.3 Budgeting helps me to track my expenses  
B1.7 There is a maximum spending limit on a credit card  
B1.8 One’s age plays a role in determine a life insurance premium 
B1.9 It is an investment to buy a house/property  
B1.10 The sooner I save for retirement, the more money I  will have when I reach retirement 
age   
B1.11 If inflation rate increases, food prices will also increase  
B2.1 I have financial goals 
B2.6 I know how to open a bank account 
Items  Low financial access  
B4.1 I travel far to reach a financial service provider eg a bank 
B4.6 I use a cellphone to conduct transactions 
B4.9 I have used a financial advisor/planner before 
B5.3 I give money to family to members to save for me 
 
Table 6.1 shows that four items loaded onto the factor financial confidence. On the basis 
of the items that loaded onto this factor, it was defined as the occurrence when 
consumers know where to go when they need financial help, trust people furnishing 
financial advice, know where to complain when they have been misled and are satisfied 
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with their financial decisions. On financial information seeking, four items loaded onto 
that factor. On account of the EFA results, the factor was defined as when consumers 
read the newspaper, ask other people to help with their financial decisions, are 
interested in learning more about money management and have plans on how to reach 
their financial goals. On the financial skills factor, six items loaded and based on the 
result of the EFA, this factor was defined as the ability of consumers to write and keep 
their receipts, follow a monthly budget, manage their expenses, keep extra money for an 
emergency and compare financial products and services before purchasing.  
 
Six items loaded onto the factor financial knowledge and this was defined as the 
occurrence in which consumers become knowledgeable about financial products and 
services, that is knowing how to open a bank account, knowing the maximum spending 
limit on credit cards, the role of age in determining a premium and knowing that a 
property is an investment. Lastly, five items loaded onto the factor low financial access. 
On basis of the results of the EFA, it was defined as  the situation that occurs when 
consumers use one way to access financial products and services, such as to travelling 
far to reach financial service providers. All the items measuring these factors (financial 
confidence, financial information seeking, financial skills, financial knowledge and low 
financial access) had a Cronbach’s alpha of above 0.7. This meant that items measuring 
the factors had acceptable reliability. 
 
Table 6.2 illustrates the results of the second EFA.  Based on the results, the intervening 
and the dependent variables were labelled as banking and savings behaviour and 
responsible spending behaviour.  
 
TABLE 6.2:  EXPLORATORY FACTOR ANALYSIS RESULTS OF THE                    
INTERVENING AND DEPENDENT VARIABLES  
  
Items Banking and savings behaviour  
B4.2  I save/deposit money at a bank 
B4.3  Employees of financial service providers,’ eg bank employees, communicate to me in 
language I understand 
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TABLE 6.2:  EXPLORATORY FACTOR ANALYSIS RESULTS OF THE                    
INTERVENING AND DEPENDENT VARIABLES (Cont.) 
  
Items Banking and savings behaviour  
B4.8  I can afford financial products/services, eg a funeral policy 
B5.1 I have money to save 
B5.2 I have a savings account 
B5.5  I always keep a minimum amount in my bank account 
B5.6 I find it more satisfying to save money than to spend it 
B5.7 I save for my retirement 
B5.8  I pay my bills on time 
Items Responsible spending behaviour  
B5.9 Providers never contact me to remind me to pay bills 
B5.10 I have never taken out a loan from informal providers, eg “loan sharks before” 
B5.11 I carefully consider purchases before spending my money 
B5.12 I consider whether I can afford something before I buy it 
B5.13 I can resist product/services on sale (discount) 
B5.14 I never buy/make use of products/services which I do not need 
B5.15 I do not necessarily spend more when I am frustrated/unhappy 
B5.16  I do not “run out of” money before the end of the month (or before I receive my next pay) 
 
Nine items loaded onto banking and savings behaviour and it was defined as the ability 
of consumers to have bank accounts, to afford banking products and to keep a minimum 
amount in their bank accounts. These consumers are satisfied with saving money rather 
than spending it, with saving for retirement, having money to save and having savings 
accounts. Eight items loaded onto the factor responsible spending behaviour. Based on 
the results of the EFA, this factor was defined as consumers’ careful consideration of 
their spending habits. They consider purchases before spending money and whether 
they can afford a product or not before spending their money. These consumers are 
never contacted by providers to remind them to pay their bills; they never take out a loan 
from informal financial providers and never run out of money before the end of the 
month. 
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Banking and savings behaviour and responsible spending behaviour both had a 
Cronbach’s alpha of above 0.8. This means that these factors were highly reliable and 
had a high degree of consistency. On the basis of the results of the EFA and reliability 
analysis, the model that was to be tested in the multiple regression analysis was 
adapted. Figure 6.2 presents the model that was tested in the multiple regression 
analysis. 
 
FIGURE 6.2: EMPIRICAL MODEL  
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The hypotheses were reformulated to fit the empirical model of the study. The 
hypotheses read as follows: 
 
H1: There is a significant relationship between financial confidence and banking and 
savings behaviour. 
H2: There is a significant relationship between financial information seeking and banking 
and savings behaviour.  
H3: There is a significant relationship between financial skills and banking and savings 
behaviour.  
H4: There is a significant relationship between financial knowledge and banking and 
savings behaviour.  
H5: There is a significant relationship between low financial access and banking and 
savings behaviour 
H6: There is a significant relationship between banking and savings behaviour and 
responsible spending behaviour.  
 
To test the correlation between the independent, intervening and dependent variables, 
Pearson Product-Moment Correlation (r) was performed.  
 
6.3.3 PEARSON PRODUCT-MOMENT CORRELATIONS  
The correlation matrix showed that financial confidence was positively correlated to 
financial information seeking (r = 0.956). Financial confidence was also positively 
correlated to financial knowledge (r = 0.592) and financial information seeking (r = 
0.583). In contrast, low financial access was negatively correlated to financial 
confidence (r = -0.045), financial information seeking (r = -0.138) and financial 
knowledge (r = -0.056).  The correlation between low financial access, financial 
confidence and financial knowledge were significant (p<0.05).  
 
Banking and savings behaviour were positively correlated to financial confidence (r = 
0.667), financial information seeking (r = 0.667) and financial knowledge (r = 0.689). 
Responsible spending behaviour was positively correlated to financial confidence (r = 
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0.534), financial information seeking (r = 0.526) and financial knowledge (r = 0.479). In 
contrast, responsible spending behaviour was also negatively correlated to low financial 
access (r = -0.164). Additionally, banking and savings behaviour was also positively 
correlated to responsible spending behaviour (r = 0.585).  
 
6.3.4 MULTIPLE REGRESSION ANALYSIS 
The findings from the multiple regression analysis assisted in testing the relationships 
between the independent (financial confidence, financial information seeking, financial 
skills, financial knowledge and low financial access), intervening (banking and savings 
behaviour) and dependent (responsible spending behaviour) variables. The multiple 
regression analysis showed that four of the six hypotheses can be accepted. These 
were hypotheses H3, H4, H5 and H6.   
 
Hypothesis H3 was accepted as there was a significant positive relationship between 
financial skills and banking and savings behaviour.  Hypothesis H4 was accepted on the 
basis of the findings that there was a significant positive relationship between financial 
knowledge and banking and savings behaviour. Hypothesis H5 was also accepted as 
there was a significant negative relationship between low financial access and banking 
and savings behaviour. Hypothesis H6 was accepted on the basis of the significant 
positive relationship between banking and savings behaviour and responsible spending 
behaviour.  However, hypothesis H1 and hypothesis H2 were not accepted, as these 
proposed relationships (between financial confidence and banking and savings 
behaviour; and financial information seeking and banking and savings behaviour) were 
not significant.  
 
6.3.5 COMPARISON TESTS  
The independent T-test was performed to test the relationships between demographic 
data (gender) and the independent (financial confidence, financial information seeking, 
financial skills, financial knowledge and low financial access) variables.  
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It was found that the mean scores of the male and female respondents were different 
with regards to their financial skills. This means that the male and female respondents 
had different perceptions regarding financial skills. The Cohen’s d of 0.23 further 
revealed that the results were practically significant. This meant that the difference 
between males and females pertaining to their levels of financial skills were practically 
significant (although were very small).  
 
Furthermore, an ANOVA was performed to test the relationship between the sources of 
financial advice (my partner, family members, my friends, my employer, my bank and 
websites) and respondents’ views regarding the independent (financial confidence, 
financial information seeking, financial skills, financial knowledge and low financial 
access) variables. 
 
There were significant relationships between the sources of financial advice and 
perceptions on the independent variables. Furthermore, the Post-hoc test revealed the 
following results:  
 
 The respondents that obtain financial advice from their family members had a lower 
mean score (M = 3.68) than the respondents that obtain financial advice from 
banking institutions (M = 4.19) for financial confidence.  
 
 The respondents that obtain financial advice from banking institutions had a higher 
mean score (M = 4.25) than the respondents that obtain financial advice from their 
family members (M = 3.79) for financial information seeking.   
 
 The respondents that obtain their advice from banking institutions had a higher mean 
score (M = 3.45) than respondents that obtain financial advice from websites (M = 
2.99) for financial skills.  
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 The respondents that use informal financial sources scored higher mean scores (M = 
3.78 and M = 3.61 for my partner and family member respectively) than the 
respondents that obtain financial advice from websites (M = 2.99) for financial skills.  
 
 The respondents that obtain financial advice from banking institutions had a higher 
mean score (M = 3.87) than the respondents that obtain financial advice from 
websites (M = 3.72) for financial knowledge.  
 
 The respondents that obtain financial advice from banking institution had a higher 
score mean score (M = 4.27) than the respondents obtaining financial advice from 
their partners (M = 3.87) for financial knowledge.  
 
 The respondents that obtain financial advice from banking institutions had a lower 
mean score than (M = 2.47) the respondents that obtain financial advice from their 
partners (M = 3.12), for low financial access.  
 
 The respondents that obtain financial advice from informal financial sources (partner, 
family members and friends) had higher mean scores (M = 3.78 for my partner and 
M = 3.61 for family member) than the respondents that obtain financial advice from 
the websites (M = 2.01) for low financial access.  
 
In general this shows that the respondents that obtain financial advice from informal 
sources (partners, family members and friends) have different perceptions from the 
respondents that obtain financial advice from formal sources (banking institutions). The 
respondents that obtain financial advice from formal sources have high levels of 
financial confidence, financial information seeking, financial skills, financial knowledge 
and financial access.  
 
6.4    CONCLUSIONS AND RECOMMENDATIONS  
This section will highlight the conclusions of the study and make recommendations to all 
parties possible providing financial education. Therefore, for the purpose of this section 
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financial education institutions may refer to a variety of parties which may include 
financial services providers, such as financial advisors and banking institutions.   
 
It was found in this study that black consumers are aware of most of the financial 
concepts in contrast to FinMark Trust (2009b) findings that black consumers had the 
lowest percentages in terms of financial awareness. It was also found, that black 
consumers are financially aware of bad debt (92.54%). This was in contrast to findings 
from FinMark Trust (2009b) that black consumers have low levels of knowledge 
regarding the concept of bad debt. However, this study supported the FinMark Trust’s 
(2009b) findings that black consumers have lower levels of awareness of the term 
“CPA”. Furthermore, the respondents were less aware of the term inflation; with 11 
respondents (3.28%) indicating that they have “never heard” of the term and 64 
respondents (13.73%) indicating that they did not know what the term meant.  
 
It is recommended to financial education institutions that they should focus on certain 
financial terms when they provide financial education. Financial education institutions 
must test consumers’ level of awareness of financial concepts in order to determine the 
consumers’ level of awareness about the financial market. The term CPA relates to 
consumers protection and the low level of awareness of CPA may indicate that 
consumers do not know their rights in the financial market. Financial education 
institutions must also teach consumers about the future value of money and the effect of 
inflation on the future value of income, as this will have an impact on the consumers’ 
financial planning and the achievement of their financial goals.   
 
This study also found that the majority of the respondents (40.59%) use banking 
institutions to obtain financial advice. However, PISA (2012) showed that consumers 
may receive financial information from friends, parents and other family members.  This 
is supported by Helms (2006:37) who explains that consumers may also receive 
informal financial information and financial products from family, friends and people in 
the community. This is confirmed by the findings of this study as 34.62% of the 
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respondents obtain financial advice from informal sources and 2.99% respondents 
obtain their financial advice from employers.  
 
It is recommended that financial education institutions should teach consumers about 
formal financial sources of financial advice and the advantages of using these sources.  
Financial education institutions must also inform consumers how they may gain access 
to financial advice. Consumers must be informed about financial services providers such 
as banking institutions that provide financial advice. Employers must also provide 
financial education about the sources of financial advice to employees in order to ensure 
that they know where to go when they need financial advice.  Financial education 
institutions must also determine the levels of financial inclusion of the consumers 
because the sources of financial advice used by consumers may be linked to their levels 
of financial inclusion. This can be done by using check lists to determine the number of 
financial products or services that are used by consumers. Financial education 
institutions must also teach consumers about the sources of financial advice that are 
available for different levels of financial inclusion.     
 
A significant negative relationship was evident between low financial access and 
banking and savings behaviour. This finding agreed with that of Mandell and Klein 
(2009:19) that low financial access leads to low savings behaviour. However, a positive 
relationship was found between financial confidence, financial information seeking, 
financial skills, financial knowledge and banking and savings behaviour.  This finding 
supported those of Mandell and Klein (2009:19) that consumers with high levels of 
financial literacy and high levels of access to financial products or services are usually 
more savings orientated.  This is also supported by Delafrooz and Paim (2011:226) that 
states that high levels of financial literacy and financial skills contribute significantly to 
consumers’ savings behaviour. 
 
It is recommended that financial education institutions teach consumers how to better 
their levels of financial inclusion in order to improve banking and savings behaviour. 
Financial education institutions must teach consumers about banking products to 
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improve consumers’ levels of financial access to banking institutions. Additionally, 
banking institutions must also market banking products that are available to consumers. 
Banking institutions must also use qualified financial advisors so that consumers are 
able to trust the people that provide financial advice.  Banking and savings behaviour 
can also be improved by linking the financial products that are available to consumers’ 
financial goals. This means that banking institutions must determine consumers’ 
financial goals before selling any banking products to them.  
 
6.4.1 STRATEGIES THAT MAY BE USED BY FINANCIAL EDUCATION INSTITUTIONS   
From the empirical results, it is evident that a positive relationship exists between 
financial confidence and banking and savings behaviour. This means to improve 
banking and savings behaviour, financial education institutions must teach consumers 
about their rights and responsibilities when they deal with financial services providers, in 
other words increase their financial confidence. This includes teaching the consumers 
about the authorities with whom they can lodge a complaint when they have been 
mistreated.  Such authorities are the financial advice and intermediary services (FAIS) 
ombud as well as ombudsman for short-term and long-term insurance.  Financial 
institutions must also teach consumers how to use their internal complaint procedures, 
to lodge a complaint. This includes teaching consumers how to lodge a complaint 
anonymously with financial institutions. Financial institutions can teach consumers a 
step-by-step procedure on how to lodge a complaint when they have been mistreated by 
financial advisors. To improve consumers’ financial confidence and access to financial 
advice, financial education institutions must encourage consumers to be part of the 
annual Financial Planning Week which will ensure that they have access to professional 
financial advice. This will also ensure that consumers learn about financial planning and 
gain trust in the people providing financial advice, ensuring that consumers are in a 
better position to achieve their financial goals. 
  
Furthermore, a positive relationship was evident between financial information seeking 
and banking and savings behaviour. To improve banking and savings behaviour, 
financial education institutions must improve the financial information seeking ability of 
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the consumers. Financial education institutions must encourage consumers to read the 
business section of newspapers, financial magazines and other financial information 
sources.  This will help consumers to know where to look when they need financial help. 
Financial institutions must also furnish consumers with financial information through 
brochures and financial advisors that could be accessible at information centres which 
would be made available to consumers by financial institutions. Financial advisors must 
also be easily accessible to consumers when they need financial help. Financial 
education institutions must encourage consumers to discuss their finances and financial 
decisions in the household. It would help members of the household to be clear about 
their financial goals. The family members would be able to talk about money issues and 
be encouraged to seek financial help when it is needed.  
 
It was also found in this study there is a significant positive relationship between 
financial skills and banking and savings behaviour. Therefore, to improve the banking 
and savings behaviour, financial education institutions must improve the financial skills 
of consumers. This means that financial education institutions must teach consumers 
how to set up a budget, using consumers’ income and expenses.  This will ensure that 
consumers understand the benefit of budgeting and are able to manage their cash flow 
in their households. Financial education institutions must also ensure that consumers 
know how to keep records of their financial transactions as part of budgeting. This 
includes keeping their receipts after they have paid their bills, and writing down their 
expenses after they have paid their bills. It was also found that male and female 
respondents have different perceptions about financial skills. This means that financial 
education institutions must focus on different areas when teaching financial skills to 
males and females.    
 
Financial educators must teach consumers about different financial institutions and the 
benefits of using those institutions. Consumers must be taught about the cost and risks 
related to certain financial products and the fees or commission charged by the financial 
institutions. Consumers must be educated about the factors that need to be considered 
when buying financial products.  These factors will include the costs of the financial 
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products and the risks attached to them. Financial institutions must also be transparent 
about the information related to the financial products, so that consumers are able to 
make informed decisions when they buy financial products and services. Financial 
advisors must also present different financial products to consumers so that consumers 
are able to compare them.  Financial institutions must also explain the different financial 
products to consumers so that consumers are able to compare the different financial 
products.   
 
 A significant positive relationship was also evident between financial knowledge and 
banking and savings behaviour. To improve banking and savings behaviour, financial 
education institutions must improve consumers’ financial knowledge. Consumers must 
be informed by financial institutions about what documents are required when buying 
financial products. For example, banking institutions must inform consumers what 
documents are required when they open a bank account. Consumers must also be 
taught about their responsibilities concerning financial products, for example they must 
know their maximum spending limit on credit cards.  Consumers must also be taught 
about the risks of certain financial products, they must understand the role of age in 
determining a premium for insurance policies. Financial institutions must also teach 
consumers how to invest income for the future. This means that financial institutions 
must encourage consumers to own property as a form of investment. Additionally, 
financial institutions must also encourage consumers to invest their money for their 
retirement age.   
 
However, a significant negative relationship exists between low financial access and 
banking and savings behaviour. To improve banking and savings behaviour, financial 
education institutions must improve the financial access. This means that financial 
education institutions must teach consumers about using their mobile devices to conduct 
banking transactions.  Financial institutions must also inform consumers how to use 
mobile banking so as to reduce the cost of banking services. Banking institutions must 
also encourage their consumers to use financial advisors. Thus banking institutions 
must teach consumers to recognise when they would need financial advice. This also 
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includes informing consumers about the financial services that are available to them and 
the cost of using these services. Banking institutions must also teach consumers about 
the risks of using informal financial systems. This includes the risks of giving money to 
family members to save for them and the risks of using stokvels to save their money. 
 
Furthermore, a significant positive relationship was evident between banking and 
savings behaviour and responsible spending behaviour. The significance of this is that 
consumers can increase their level of responsible spending behaviour by improving their 
banking and savings behaviour.  Financial education institutions must teach consumers 
about the importance of saving and financial goals.  Financial education institutions must 
make consumers aware of the types of savings products available. Thus financial 
institutions must provide incentives to consumers to save, make the cost of savings 
products affordable and make interest rates on savings products appropriate. This will 
ensure that consumers have a savings account with financial institutions and will keep a 
positive balance in their bank accounts as a form of savings.  
 
Financial education institutions can significantly improve consumers’ responsible 
spending behaviour by improving their financial confidence and financial knowledge. 
Financial education institutions must improve consumers’ financial knowledge about 
financial products. This means that consumers must know the maximum spending limit 
on their credit cards so as to cultivate responsible spending behaviour. Furthermore, 
they must trust the financial advice provided by financial institutions and financial 
advisors to change their financial behaviour. Therefore, it is important for financial 
institutions to employ qualified and trustworthy employees. Financial institutions must 
explain consumers’ responsibility concerning financial products from the outset. The 
financial advisor must provide reliable financial information to consumers in order to 
ensure that consumers are never contacted by providers to be reminded to pay their 
bills and are able to resist product or services on sale. Financial institutions must also 
teach consumers about the risks of taking out a loan from informal providers, when they 
run out of money before the month end.  
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Therefore, it is important for financial education institutions to provide financial education 
on budgeting and the different devices that can be used by consumers’ to access 
financial services. Financial education institutions must also teach consumers about 
different types of financial products. This includes the costs, the documentation that is 
required and the risk attached to financial products. Lastly consumers need to be taught 
about the function of different financial products and the responsibilities they have 
towards the financial products.   
 
6.5    LIMITATIONS AND AREAS OF FUTURE RESEARCH  
A limitation of the study is that it was conducted only among the black community in 
NMB. Future research regarding this topic can be extended to include other racial 
groups to investigate the relationships between financial literacy, financial inclusion and 
financial behaviour. This study also could have investigated the relationships between 
financial literacy, financial inclusion and behaviour in other geographical areas. 
 
Furthermore, only five independent variables (financial confidence, financial information 
seeking, financial skills, financial knowledge and low financial skills) were selected for 
this study.  These independent variables explain only 61% of the variance in the 
intervening (banking and savings behaviour) variable. It can be said that other external 
variables (which were not identified for this study) influence the consumers’ banking and 
savings behaviour and should be empirically investigated in future studies. For example, 
additional factors that should be included as independent variables could be financial 
circumstances and values of the consumers that may influence banking and savings 
behaviour. Furthermore, banking and savings behaviour explained only 34% of the 
variance in the dependent (responsible spending behaviour) variable. This means that 
other external factors (which were not identified for this study) can influence responsible 
spending behaviour. These external factors can include financial responsibility and 
financial experience.  
 
It is evident that a relationship exists between financial literacy (financial confidence, 
financial information seeking, financial skills, financial knowledge and low financial 
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behaviour) and banking and savings behaviour. Future research could be done to 
investigate how financial literacy influences retirement planning.  
 
6.6    FINAL CONCLUSION 
This study has found that financial education institutions must focus on the financial 
skills, financial knowledge and improvement of low financial access to increase 
consumers’ banking and savings behaviour.  Thus financial education programmes must 
be developed around these topics (financial skills, financial knowledge and low financial 
access) to improve consumers’ financial behaviour. This study also found that high 
financial access is important for improving financial behaviour.  This means that financial 
education institutions must not solely improve financial knowledge and financial skills but 
must also improve the level of financial inclusion of consumers.  Therefore, financial 
literacy in terms of financial knowledge and financial skills and financial inclusion 
(decreasing low financial access) are important to change financial behaviour.  
 
This study made a valuable contribution to the field of personal financial management 
because it indicated that low financial access must also be considered when 
investigating financial literacy. This may suggest that to improve financial behaviour, the 
level of access to financial products or services must also be improved. More 
specifically, the study showed how financial skills and financial knowledge can improve 
black consumers’ banking and savings behaviour; and responsible spending behaviour. 
Furthermore, this study practically provides insight and recommendations to the ways of 
improving the black community’s banking and savings behaviour as well as responsible 
spending behaviour in NMB.    
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Unit for Applied Management Sciences 
Summerstrand South Campus 
DEPARTMENT OF BUSINESS MANAGEMENT 
Tel. +27 (0)41 504 4807   Fax. +27 (0)41 504 4840 
          xolile.antoni2@nmmu.ac.za  
 
 
1 August 2013 
 
Dear Sir/Madam 
 
I am a Business Management Master’s student at the Nelson Mandela Metropolitan University (NMMU) 
and I am conducting research among the black community in Nelson Mandela Bay (NMB). The topic of 
my research study is:  
 
Topic: Financial literacy and behaviour among the black community in the Nelson Mandela Bay. 
 
The aim of the study is to measure the financial literacy of the black community in NMB and to provide 
recommendations on financial education in order to achieve the outcomes of financial literacy, namely 
financial inclusion and positive financial behaviour.  
 
It would be greatly appreciated if you could respond to the following questions so as to assist in the 
completion of the study. Please note that all participation is anonymous, voluntary and you may 
choose to opt out at any stage. Furthermore, all information provided will be treated in the 
strictest confidence.  
 
Your assistance will be greatly appreciated.  If you have any queries, please feel free to contact us. 
 
Yours sincerely, 
 
XAntoni                                                      CRootman      
Mr X Antoni                               Dr C Rootman                          
Researcher                                                                                          Supervisor                           
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A GENERAL INFORMATION 
 Please mark your selection with an (X) 
1 Indicate your gender (for statistical purposes only).       
 Male      1 
 Female      2 
2 Indicate your age category (for statistical purposes only). 
 < 20      1 
 20 – 29      2 
 30 – 39      3 
 40 – 49      4 
 50 – 59      5 
 60+      6 
3 Indicate your marital status (for statistical purposes only). 
 Never married       1 
 Never married, but living with a partner       2 
 Married       3 
 Separated/divorced       4 
 Widowed       5  
4 Indicate your highest education qualification (for statistical purposes only).     
 Matric (Grade 12)      1 
 Certificate      2 
 Undergraduate diploma      3 
 Undergraduate degree      4 
 Post-graduate diploma      5 
 Post-graduate degree      6 
 Other, please specify:      7 
5 Who makes decisions about money in your house?     
 Myself       1 
 Myself and my partner       2 
 Myself and another family member       3 
 My partner       4 
 A family member other than my partner       5 
 I do not know       6 
 Other, please specify: ____________________      7 
6 If you need financial advice/help, who do you normally ask?     
 My partner       1 
 Family members       2 
 My friends       3 
 My employer      4 
 My bank      5 
 My financial advisor/planner      6 
 A community member      7 
 Websites      8 
 I do not ask anybody      9 
 Other, please specify: ____________________      10 
       
7  Indicate your job title: 
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8 Indicate your MONTHLY income level (for statistical purposes only).       
 Between R0 – R3 000      1 
 Between R3 000 – R7 000      2 
 Above R7 000      3 
 
B  FINANCIAL LITERACY, INCLUSION AND BEHAVIOUR 
 
 
 
 
Please answer the following questions based on your own perceptions. There are no right or wrong answers.  
Please indicate to what extent you agree with the following statements. 
(1) strongly disagree, (2) disagree, (3) neutral, (4) agree, (5) strongly agree 
 
 
 
 
1 
 
 
 
FINANCIAL KNOWLEDGE 
Strongly 
disagree  
D
isagree 
  
N
eutral 
 
A
gree 
  
Strongly 
agree  
1.1 One needs an identify document (ID) and proof of residential address to open a bank account 1 2 3 4 5 
1.2  A debit bank account balance shows a positive bank balance 1 2 3 4 5 
1.3 Budgeting helps me to track my expenses 1 2 3 4 5 
1.4  Higher interest rates is positive for one’s savings’ goals 1 2 3 4 5 
1.5 A personal loan is a form of credit 1 2 3 4 5 
1.6  There are authorities available to assist me, should I feel mistreated during a loan application 1 2 3 4 5 
1.7 There is a maximum spending limit on a credit card  1 2 3 4 5 
1.8 One’s age plays a role in determining a life insurance premium 1 2 3 4 5 
1.9  It is an investment to buy a house/property 1 2 3 4 5 
1.10 The sooner I save for retirement, the more money I will have when I reach retirement age 1 2 3 4 5 
1.11 If the inflation rate increases, food prices will also increase 1 2 3 4 5 
       
 
 
 
2 
 
 
 
FINANCIAL SKILLS 
Strongly 
disagree  
D
isagree 
  
N
eutral 
 
A
gree 
  
Strongly 
agree  
2.1  I have financial goals  1 2 3 4 5 
9 Please answer the following questions based on your own experiences. There are no right or wrong answers. 
Please indicate to what extent you understand the following terms.  
(1) Never heard of it (2) Heard of it, but do not know what it means (3) Heard of it and know what it means 
 FINANCIAL AWARENESS Never heard of it Heard of it, but do 
not know what it 
means  
Heard of it and 
know what it 
means 
9.1 ATM card 1 2 3 
9.2 Bad debt  1 2 3 
9.3 Consumers Protection Act (CPA) 1 2 3 
9.4 Credit record  1 2 3 
9.5 Financial advisors/planners 1 2 3 
9.6 Fixed deposit 1 2 3 
9.7 Inflation 1 2 3 
9.8 Internet (online) banking 1 2 3 
9.9 Life insurance 1 2 3 
9.10 Medical aid 1 2 3 
9.11 Mzansi account 1 2 3 
9.12 Post bank account 1 2 3 
9.13 Retirement annuity 1 2 3 
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2.2 I make plans on how to reach my financial goals 1 2 3 4 5 
2.3 I compare different financial products/services  1 2 3 4 5 
2.4 I compare financial products/services from different providers 1 2 3 4 5 
2.5 I am able to say “NO” if I do not want to buy/make use of a financial product/service 1 2 3 4 5 
2.6 I know how to open a bank account 1 2 3 4 5 
2.7 I follow a monthly budget 1 2 3 4 5 
2.8 I manage my expenses on a monthly basis 1 2 3 4 5 
2.9 I keep my receipts after I have paid my bills 1 2 3 4 5 
2.10 I write down/keep record where I spend my money 1 2 3 4 5 
2.11 I keep extra money should emergencies arise 1 2 3 4 5 
2.12 I have a financial plan for retirement 1 2 3 4 5 
       
 
 
 
3 
 
 
 
FINANCIAL ATTITUDE 
Strongly 
disagree  
D
isagree 
  
N
eutral 
 
A
gree 
  
Strongly 
agree  
3.1 I am interested in learning more about money management 1 2 3 4 5 
3.2 I read newspapers to learn more about money management 1 2 3 4 5 
3.3 I read the business section of newspapers 1 2 3 4 5 
3.4 I like to talk about money issues 1 2 3 4 5 
3.5 I take responsibility for my money management 1 2 3 4 5 
3.6 I am confident about the decisions I make about my money  1 2 3 4 5 
3.7 I ask other people to help me with my money and finance decisions 1 2 3 4 5 
3.8 I know where to go to when I need financial advice 1 2 3 4 5 
3.9  I trust the person(s) giving me money (financial) advice  1 2 3 4 5 
3.10  I know where to seek assistance/log a complaint when I feel misled by a financial service provider 1 2 3 4 5 
3.11 I am satisfied with my decisions regarding my money  1 2 3 4 5 
       
 
 
 
4 
 
 
 
FINANCIAL INCLUSION 
Strongly 
disagree  
D
isagree 
  
N
eutral 
 
A
gree 
  
Strongly 
agree  
4.1 I travel far to reach a financial service provider, eg a bank 1 2 3 4 5 
4.2 I save/deposit money at a bank 1 2 3 4 5 
4.3 Employees of financial service providers, eg bank employees, communicate to me in a language I understand 1 2 3 4 5 
4.4 Financial service provider fees are affordable 1 2 3 4 5 
4.5 I use ATMs to conduct transactions 1 2 3 4 5 
4.6 I use a cellphone to conduct transactions 1 2 3 4 5 
4.7 I conduct money transactions at the cashiers of retailers, eg Shoprite 1 2 3 4 5 
4.8 I can afford financial products/services, eg a funeral policy 1 2 3 4 5 
4.9 I have used a financial advisor/planner before 1 2 3 4 5 
       
 
 
 
5 
 
 
 
FINANCIAL BEHAVIOUR 
Strongly 
disagree  
D
isagree 
  
N
eutral 
 
A
gree 
  
Strongly 
agree  
5.1 I have money to save 1 2 3 4 5 
5.2 I have a savings account 1 2 3 4 5 
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5.3 I give money to family members to save for me 1 2 3 4 5 
5.4 I save my money through informal providers, eg stokvels 1 2 3 4 5 
5.5 I always keep a minimum amount in my bank account 1 2 3 4 5 
5.6 I find it more satisfying to save money than to spend it 1 2 3 4 5 
5.7 I save for my retirement 1 2 3 4 5 
5.8 I pay my bills on time 1 2 3 4 5 
5.9 Providers never contact me to remind me to pay my bills 1 2 3 4 5 
5.10 I have never taken out a loan from informal providers, eg “loan sharks” before 1 2 3 4 5 
5.11 I carefully consider purchases before spending my money 1 2 3 4 5 
5.12 I consider whether I can afford something before I buy it 1 2 3 4 5 
5.13 I can resist products/services on sale (discount) 1 2 3 4 5 
5.14 I never buy/make use of products/services which I do not need 1 2 3 4 5 
5.15 I do not necessarily spend more when I am frustrated/unhappy 1 2 3 4 5 
5.16 I do not “run out of” money before the end of the month (or before I receive my next pay) 1 2 3 4 5 
 
THANK YOU FOR YOUR PARTICIPATION 
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 ETHICS CLEARANCE FOR TREATISES/DISSERTATIONS/THESES  
 
Please type or complete in black ink  
 
FACULTY: FACULTY OF BUSINESS MANAGEMENT AND ECONOMIC SCIENCES 
 
SCHOOL/DEPARTMENT: BUSINESS MANAGEMENT  
 
I, DR C. ROOTMAN  
 
the supervisor for  XL ANTONI  s208024977 
 
a candidate for the degree of  MCOM (BUSINESS MANAGEMENT) 
 
with a treatise/dissertation/thesis entitled (full title of treatise/dissertation/thesis):  
 
FINANCIAL LITERACY AND BEHAVIOUR AMONG THE BLACK COMMUNITY IN THE 
NELSON MANDELA BAY 
 
considered the following ethics criteria (please tick the appropriate block): 
 YES NO 
1. Is there any risk of harm, embarrassment of offence, however 
slight or temporary, to the participant, third parties or to the 
communities at large?  
 √ 
2. Is the study based on a research population defined as 
‘vulnerable’ in terms of age, physical characteristics and/or 
disease status? 
 √ 
2.1 Are subjects/participants/respondents of your study:  √ 
(a) Children under the age of 18?  √ 
(b) NMMU staff?  √ 
(c) NMMU students?  √ 
(d) The elderly/persons over the age of 60?  √ 
(e) A sample from an institution (e.g. hospital/school)?  √ 
(f) Handicapped (e.g. mentally or physically)?  √ 
3. Does the data that will be collected require consent of an institutional 
authority for this study? (An institutional authority refers to an 
organisation that is established by government to protect vulnerable 
people)   
 √ 
3.1 Are you intending to access participant data from an existing, stored 
repository (e.g. school, institutional or university records)? 
 √ 
FORM E
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4. Will the participant’s privacy, anonymity or confidentiality be 
compromised?  
 √ 
4.1 Are you administering a questionnaire/survey that:   
(a) Collects sensitive/identifiable data from participants?  √ 
(b) Does not guarantee the anonymity of the participant?  √ 
(c) Does not guarantee the confidentiality of the participant and the data?   √ 
(d) Will offer an incentive to respondents to participate, i.e. a lucky draw 
or any other prize? 
 √ 
(e) Will create doubt whether sample control measures are in place?  √ 
(f) Will be distributed electronically via email (and requesting an email 
response)? 
 
Note:  
 If your questionnaire DOES NOT request respondents’ 
identification, is distributed electronically and you request 
respondents to return it manually (print out and deliver/mail); AND 
respondent anonymity can be guaranteed, your answer will be NO.  
 If your questionnaire DOES NOT request respondents’ 
identification, is distributed via an email link and works through a 
web response system (e.g. the university survey system); AND 
respondent anonymity can be guaranteed, your answer will be NO. 
 √ 
Please note that if ANY of the questions above have been answered in the affirmative (YES) 
the student will need to complete the full ethics clearance form (REC-H application) and 
submit it with the relevant documentation to the Faculty RECH (Ethics) representative. 
and hereby certify that the student has given his/her research ethical consideration and full 
ethics approval is not required.  
________________________    _________________ 
SUPERVISOR(S)       DATE 
________________________    _________________ 
HEAD OF DEPARTMENT      DATE 
_______________________     ________________ 
STUDENT(S)         DATE 
Please ensure that the research methodology section from the proposal is attached to 
this form. 
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